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FOREIGN AGRICULTURAT, POLICIES - 
A REVIEW AND APPRAISAL 


In the January issue of Foreign Agriculture, the agricultural 
policies of the principal deficit countries were discussed. This is- 
sue deals with the agricultural policies of selected surplus-producing 
countries that comoete with the United Strtes on world markets. 


There is, of course, no hard and fast line of demarcation be- 
tween surplus-producing and deficit countries, as was pointed out in 
the introductory statement last month. Surpluses in some brenches of 


agriculture may be accomnanied by deficits in others, “nd vice versa. 
There is, moreover, a~ st difference between a country so overwheln- 
ingly agricultursl as Arzentina, dependent on foreign markets for the 


disposal of the bulk of its output, and . country like the iectherlands, 
in which or’ y about one-fifth of the population is eneaged in agricul- 
ture and which exports only »rocessed dairy and pork products or prod- 
ucts of intensive farming, such as fruits and vegetables, and imports 
srain and feedstuffs. Nevertheless, the Netherlands, Argentina, and 
the other countries reviewed here - Canada, Australia, Brazil, Hungary, 
and Denmark - have this in common that the central problem of ogricul- 
tural policy during the depression was the control of surpluses, which 
exercised a depressing effect on agricultural prices. Soviet Russia, 
normally a surplus-producins country, is also included in this survey. 
In that country, however, the cardinal problem has becn a fundamental 
reorganizatior of ia on socialist iines and an increase in the 
output of farm products 


Among the methods adopted to deal with the surplus problem, the 
most common probsvly has been the subsidization of exports, directly 
or indirectly. The devaluation of currency, either open or veiled in 
the form of foreign-exchange control, has been resorted to in practi- 
cally every agricultural surplus-producing country with the view, 
among other things, of aiding agricultural exports. Preferential trade 
agreements as 2 means of promoting exports, and particularly the use 
of clearing or barter agreements, have become general. The restric- 
tive type of production control, however, of which the Netherlands and 
Denmark provide the outstanding examples, has bcen much less common. 
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The exporting of natural products forms the basis of the Canadian 
national economy. In the early years, furs, fish, and wood products were of 
first importance in the export trade. But during the nineteenth century, 
uncer the stimulus of the increasing demand for imported food, particularly 
wheat, incidental to the industrialization of Western Europe, agricultural 
exports assumed first place. 


Fd tener eStart 


The emphasis on expansion of agricultural production and exports is 
accounted for, primarily, by the large land resources in relation to the 
population - only about 10,000,000 people at the present time. The general 
view appeared to be that the foreign market was practically limitless and 
that the main agricultural problems were those of increased production and 
of transportation to market. As latc as 1930, homesteading of new areas, 
especially. in the western wheat regions, was still being undertaken. 


Wheat has always been the principal Canadian agricultural product as 
well as the leading agricultural export. Other important items are cheese, 
tobacco, pork products, live cattle, apples, and certain other fruits. In 
most cases, the greater part of the exports is taken by the United Kingdom. 
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Policy prior to 1929 


Up to the depression, the official Canadian attitude toward agricul- 
ture was the usual one of a relatively new country working to develop its 
large agricultural resources. Little or no difficulty, generally speaking, 
was experienced in disposing of an increasing volume of production. With 
no serious marketing problem to meet, the Government agencies responsible 
for agriculture worked to improve the quantity and quality of the crops, 
especially wheat. Efforts were mede to develop varicties that would carry 
the spring wheat belt no: tnward in the Prairie Provinces and that would be 
more resistant to disease and drought. 


The first check to the free export movement of Canadian agricul- 
tural products came in the 1921-22 period of price declines following the war 
and immediate post-war boom. The relatively unfavorable position of farm 
commodity prices stimulated a movement toward cooperative marketing ona 
voluntary basis, particularly among wheat growers. In 192%, collective 
wheat-marketing organizations, or pools, were set up in each of the Prairie 
Provinces. The pools operated under a central selling agency, which dis- 
posed of the wheat under its control over a period of months. When the 
members delivered their wheat to the pool, they were advanced a percentage 
of an estimated final price, the pool undertaking to sell the wheat at the 
highest price possible. The pools operated fairly satisfactorily during the 
upward price trend of the 1920's. The tendency to hold wheat off the market 
in anticipation of a better price, however, while successful enough in pre- 
depression years, did not work out satisfactorily when carried over into a 
period of increasing supplies and declining prices. 
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Wheat policy, 1929. to 1934 


The predominant position of wheat in Canadian agriculture focused 
official attention upon that crop when farm relief became a major national 
problem, Efforts of the voluntary pools to market the 1929 wheat crop 
brought to light the serious results of the downward turn in world whéat 
prices. As in the past, the pools secured bank loans’to enable the making 
of advance payments to pool members. As the year progressed, wheat prices 
declined well below the figure anticipated when the loans were made. To 
prevent a forced liquidation of the ‘Pooks’ holdines, the governnents of 
the three Prairie Provinces guarantecd the bank icans. At the same time, 
the Dominion Government was being ee Aol to assume the burden of fi- 
nancing future crops. This was agreed to in January 1931 and was followed 
by the official appointment of a general manager of the pools' central sell- 
ing agency. 


The policy of guaranteeing bank and Provincial le ans to the wheat. 
pools dominated the Dominion Government's approach to the wheat problem 
= late in 1935. In the meantime, however, a wheat price stabilization 

lan was undertaken cy means of direct purchases for Government account. 
noth lines of activit y resulted in heavy additions to the stocks of wheat 
held in Canada. Under this policy, wheat acreage tended to increase and 
the annual crops were relatively large. 


In spite of the large crops and ¢ accumulating stocks, however, the 
Dominion Government, during the crov year 1931-32, paid a bounty of 5 cents 
per bushel on wheat produced in the three Prairie Provinces. Following the 
bounty payment on the 1931 crop, the 1932 acreage was the largest on record 
and the crop was the largest since 1928. 


Canadian Grain Board Act, July 1935 


General dissatisfaction with the results of the policy 
1929 brought pressure in 1935 for a new line of approach. Whe 
recovered substantially from the low point reached in 1932 
still materially below predepression levels and wheat stocks 
average. More extensive direct control by the Government of wheat market- 
ing was regarded as necessary, with the principal of holdin=~ wheat off th 
market still. popular. In July 1985, the new machinery for Crvernment pare 
ticipation in the wheat industry became effective in the form of the Canadian 
Grain Board Act. 
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The Canadian Grain Board Act provides for direct Government control 
of the marketing of all grains. So far, wheat is the only grain to which 
the powers of the Board have been applied. Power to fix minimum prices for 
wheat is the outstanding feature of the Board's authority. In addition, 
the Board may direct the export sales of Canadian wheat and control grain 
elevators and regulate their relations with transport agencies. 
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the Board is not an active agent in the Canadian wheat market. The organiza- 
tion, however, is retained in the event of the necessity of future operations. 


Natural Products Marketing Act 


But Canadian Government aid to farming has not been confined to wheat. 

1934, the unfavorable prices of most agricultural] products gave rise to 
demands for a general relief program. These demands resulted in the enact 
ment of the Natural’ Products Marketing Act, which became effective in August 
1934, The act represented a shift from a limited degree of official partici- 
pation in national marketing processes to one of the most comprehensive 
regulatory plans in offcct in any country. In the year ended August 1935, 
a considerable number of marketing schemes were set up under the act. On 
June 11, 1936, the act was invalidated, but it is of interest to note what 
procedure the act provided for and how the schemes functioned. 


The act provided for control by joint Provincial and Dominion author- 
ity of the intra-Provincial, inter-Provincial, and export marketing of any 
product of the agricultural, forestry, or fishery industries of Canada. 
With respect to intra-Provincial marketing, application of the regulative 
and control features of the basic law was possible only under permissive 
legislation adopted by the Provincial legislatures. For inter-Provincial 
or export marketing, however, the terms of the act could be invoked by 
producers and dealers under the authority of a Provincial statute, or they 
could be imposed by the Dominion authority irrespective of a Provincial 
Statute. At least nominal central administrative authority was vested in 
a Dominion Marketing Board. The actual siainhatvetion of the several mar- 
keting schemes created under the act, however, remained in the hands of 
local marketing boards, the majority of which were elected by the producers 
affected by the scheme. 


All the schemes were organized along certain general lines. .Under the 
act, the Dominion Marketing Board granted the local board administering the 
scheme authority "to regulate tne time and place at which, and to designate 
the agency through which the regulated product shall be marketed, to determine 
the manner of distribution, the quantity and quality, grade and class of the 
regulated product that shall be marketed by any person at any time and to pro- 
hibit the marketing of any of the regulated product or any grade or class 


Each of the schemes was self-financing through levies or tolls upon 
the products handled. The amount of the levy and the point in the marketing 
process at which it should be assessed was determined by the local boards. 
For British Colombin apples, for example, “eo levy was not.more than 2 cents 


per packed box marketed under the scheme. ach local board was empowered to 
require full cooperation of members of the a under regulation, with 
penalties provided for noncompliance. 


Between August 1934 and August 1935, 21 marketing schemes were organized 
under the act, of which 17 related to agricultural and related products, 3 to 
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fish, and 1 to lumber. Flue-cured tobacco, Burley tobacco, potatoes, cheese 
(Ontario), and apples (Nova Scotia and British Columbia). The other agri- 
cultural schemes applied to various rezions producing and marketing a number 
of fruits, vegetables, and dairy products. 


The Ontario Flue-cured Tovecco Scheme was adopted following unsuc- 
cessful attempts to negotiate voluntary agreements between growers and 
buyers. It was one of the most successful of the 17 schemes for agricul- 
tural and related products organized under the act and warrants a brief 
description. The scheme was endorsed by nearly three-fourths of the growers, 
producing more than €0 percent of the annual crop. Representatives of to- 
bacco packers and manufacturers met with the growers and with Government 
officials to draft the scheme. The growers assumed control of the local 
board administering the scheme, with the vackers and manufacturers also 
being represented. Though the local board did not fix the price of tobac~ 
co, it appraised the value of the offerings and published those appraisals. 
Official reports indicate that the scheme was successful in securing more 
adequate returns to producers, while placing the buyers on a more satisfac- 
tory competitive basis. 


The organization of additional schemes was halted by litigation over | 
the legality of the act, and on June 16, 1936, the Cansdian Supreme Court 
held the act to be, in effect, unconstitutional. The Judicial Committee of . 
His Majesty's Privy Council at London sustained the Supreme Court in an 
order dated January 28, 1937. And, finally, a Canadian Order in Council 
dated December 22, 1937, declared all of the marketing schemes set up under 
the act to be canceled. 


While the Natural Products Marketing Act was in litigation, the 
penal provisions for noncompliance with the terms of any scheme were not 
enforced by the local boards. <A number of schemes, therefore, became vir 
tually inoperative prior to the Supreme Court decision of June 1936, espe- 
clally with regard to inter-Provincial or export activity. Other schemes, 
however, continued in legal force for intra-Provincial trade under the terms 
of Provinoial marketing acts. 


A fair degree of voluntary compliance with the original regulations 
of some schemes has continued, especially when the participants have been 
particularly well pleased with the effects of regulation. In such cases, of 
which flue-cured tobacco is an example, growers have organized associations ~ 
for carrying on marketing methods identical with those embodied in the 
former scheme. Associations operating in 1937 along the lines of the origi- . 
nal schemes covered flue-cured and Burley tobacco, cheese (Ontario), milk | 
(British Columbia), and tree fruits (British Columbia). 


Empire preference 


The preferential treatment accorded Empire products in the British 
market from 1932 to date must be considered a part of Canadian agricultural 
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policy. The preferential system would not have been established without the 
consent and cooperation of Canada and the other self-governing Dominions. 
With the United Kinedom taking the greater part of Canada's agricultural 
exports, the preferred position has given Canadian products an advantage in 
supplying that market over other (non-Empire) sources of supply. 


Most of the non-Empire products directly competitive with Canadian 
acricultural exports are produced in Northern Hemisphere countries. The 
shipping seasons, therefore, correspond fairly closely with those of 
Canada. Under the British preferential system, Canadian products also must 
mect a certain amount of competition from other Empire countries. All of 
the latter that export products similar to those of Canada, however, are 
located in the Southern Eemisnhere. The shipping seasons, therefore, reduce 
the degree of competition between most Canadian agricultural exports and 
Similar products from other Empire countrics. 


The preferential system has placed Canada at a decided advantage 
with respect to a number of United States agricultural exports to the United 
Kingdom, our chief foreign market. . The United States items most scriously 
a 
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affected by preference for Canadian products are wheat, apples, pork prod- 
ucts, and tobacco. In return for preferential treatment in the United 
Kingdom, Canada must grant preference to Empire products marketed in Canada. 
Usually this has involved items not of primary importance to most Canadian 
producers. Preferential treatment for Australian dried and canned fruit, 
however, has had an unfavorable effect upon the Canadian market for similar 
American products. 


The preferential treatment accorded Canadian agricultural products in 
the British market has enabled Canada to enjoy a larger export business than 
otherwise would have been possible. Empire preference, however, cannot be 


counted upon to support indefinitely an increasing volume of Canadian agri- 
cultural exports. When Canada produces more than the United Kingdom can 


General results 


None of the efforts made on behalf of Canadian agriculture have 
contained provisions for production control. This fact was part arly 
Tr 


striking in connection with the efforts made to reduce marke u 
wheat by Government purchase prior to the establishment of the Canadian 
Grain Board. Under the marketing schemes for other products h 

check on production contemplated was the power of local boards 

a market outlet to part of the regulated product if it saw fi 


The movement cf Canadian wheat prices since the Board tegan to 
function has prevented a fair test of the efficacy of the present Canadian 
9 and 1°37, drought conditions 
e 1 


smallest since 1914. 


4 


plan to aid wheat growers. In 1924, 1936, 
resulted in reduced crops, the 1937 crop being th 
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With smaller wheat crops in other producing countries, especially in the 
United States up to 1937, it was found possible to maintain substantial ex- 
ports and greatly to reduce the accumulated stocks. The July 31, 1937, 

urry-over of 22,700,000 bushels has been described as one of "minimum 
proportions," and was the smallest since 1925. 


Under these conditions, the guaranteed-price principle has been no 
burden to the Canadien Government; indced, onerations of the Board have 
offset to a considerable extent the losses sustained in the pool~supporting 

and direct-purchase practices of earlier years. More usual production con- 
ditions in Canada and other countries must be experienced before the feasi- 
lity of the Canadian scheme for wheat can be definitely determined. 


- Se 7 aid to ovner Bes. ica ural products through the Natural 
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versus Poesy jurisdicti on. “Undor 
tions not specifically allotted to the Dominion Government have been held 
as falling under Provinci2l control. The courts, therefore, held that the 
Dominion act was an infrinrement of Provincial rights, with respect to the 
control of agricultural marketing, even theugh supplementary end coordi- 
nated Provincial legislation had been enacted. t present the whole con- 
Stitutional question of Dominion-Provincial relations is 1 et careful 
scrutiny. It is wilikely, therefore, that any breadening of Dominion control 
over agricultural marketing will be attempted until this question is settled. 

None of the schemes set up under the Natural Products Marketing Act 
retained their compulsory features long enough to vermit any influence on 
production trends Moreover, it is not clear as to the degree of influence, 
if any, the compulsory features of the schemes hed uwpor the prices of the 
commodities under control. In the case of flue-cured tobacco, for example, 
prices, acreage, and production all moved upward after it was known that 
the compulsory features of the marketing scheme were invalid. ‘ 

The evidence at hand suggests that, aside from any favorable effects 
on prices resulting from collective eetion to improve the quality of products 


and the marketing methods, a number of factors more fundamental than the 
schemes themselves anparently worked toward an increase in the income of 
Canadian farmers in recent yours. Since Canada is an agricultural exporting 
country, internal prices of many farm froducts are subdject to the influence 
of foreign competition and dened as well es of domestic market conditions. 
Both domestic and foreign markets for most Canadian farm products have im 
preved in recent years and have influenced favorably the prices received by 


Canadian producers. The policy of preferential treatment in the British 
market has been a powerful aid to Canadian producers since 1932. It would 
seem, therefore, that the marketing sc emes for agricultural products made 
only a small, if they made any. contr 

Canadian farm income. 


ibution to the recent improvement in 
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Australia 


Although the Australian Continent is approximately the same size 
as the United States, a large part of the interior is arid or semiarid 
and generally unsuitable for agricultura’. production. The total popu- 
lation is less than 7 million and mainly concentreted on the southeast 
coast. Industrial growth since the World War has been ranid, and by 
1933 about 64 percent of the total population lived in urban areas. 
Despite the trend toward urbanization, the value of pastoral and farming 
production still represents nearly half of the vnluc of ali Australien 
production. Moreover, agricultural production is largely concentrated 
in a relatively few products, which are heavily dependent on the export 


market. 


Early agricultural policy 


Government policy has been a major factor influencing Australian 
agriculture since the period of early settlement. From the outset, the 
Government took an active part in the settlement and development of the 
new country. During the nineteenth century, large areas of the more dc- 
sirable farm land came into the ormership or control of the sheep raisers, 
as the shcev industry early developed on a large scale. Public reaction 
against this tendency, particularly after the decline of the gold-mining 
industry, brought legislation designed to break up large landholdings and 
encourage denser settlement. of the country for the more intensified use 
of land. With the establishment of the Commonwealth, the new Federal 
Government embarked on a program of purchasing large holdings and resell 
ing this land, together with public land, for farming purposes. Follow- 
ing the World War, the desire to assist returned soldiers to settle on 
the land and the joint effort of the Commonwealth and British Governments 
to stimulate emigration from the mother country led to the promotion of 
comprehensive group settlement schemes. 


Australian agriculture nas suffer.l from several natural disadvan- 
tages, notably lack of a sufficient and dependable rainfall and remoteness 
from markets, which have militated against closer land settlement and 
necessitated heavy public expenditures. In order to provide a more ade- 
Quate water supply, both Federal and State Governments have been active in 
financing extensive irrigation projects. Railroads have been built, largely 
under State ownership, and in many instances rail facilities have becn 
extended through sparsely settled regions fer ahead of their revenuec- 
producing possibilities. ) 


Land settlement and development: Land settlement and land develop- 
ment activities over a long period have had considerable bearing upon 
agricultural expansion and the geography of production. Intensified ag- 
riculture, which in view of heavy capital outlays has tended to become 
fairly rigid, has been promoted to a greater degree in some regions than 
circumstances seem to warrant. Some land-settlement schemes have had to 
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be drastically reorganized. More genérally, however, agricultural pro- 
duction has been extended to areas where the costs of production appear 
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to be hicher than those vrevailing in many other countries. Since a 
larze part of Australian farm production has to be disposed of in world 
markets, this handicap has been particularly serious. Moreover, this 
competitive disadvantage has been secentuated by industrial tariff pro- 
tection, which forced farmers to buy consumption goods in a protectca 


markct while sclling farm products at world prices. 


Assistance in marketing egricultural products: The competitive 
disadvantnge which some Australian farm products cxperionced in export 
markcts brought carly Government assistance in the form of marketing 
schemes Some of these wore cstablished following the post-war price 
declines, when competitive difficulties became apparent. Usually one 
of the chief purposcs of the markcting schemcs was to increase domestic 
prices and thereby provide the producer with an indirect subsidy. The 
farmer therefore: received a higher "home" price for tnt portion of the 
commodity sold in Australia than for the portion cxported nt world priccs, 


The usual machinery of the markcting schemes involved an cxport 
control board established under Federal w. One of the functions of 
this board was to determine the amount of the commodity to be markctcd 
domestically with a view toward limiting supplies sufficiently to raise 
prices to the desired level. Complementing the Federal board were boards 
established in the several States producing the commodity, which in the 
light of recommendations made by the Federal board determined the amount 
to be exported from the State. Most of the products under control were 
marketcd through nooling, so that the individual farmer's returns de- 
pended upon his pro-rata share of total domestic and foreign salcs. 


A necessary adjunct to the operation of such a two-price system 
is a foreign market open to subsidized agricultural exports. Australia 
has becn particularly fortunate in having the United Kingdom as a majo 


export outlet. The Dominion's exports have been marketcd in the United 


Kingdom unhampered by countervailing duty restrictions and, in addition, 


ct 


have been favored by preferential tariff treatment. 


The more important markcting schemes have applicd to sugar, dairy 
products, and dricd fruits. Processed agricultural products, auch as 
flour end canned fruits,also have been markcted under a two-price system, 
although they have required much less formal control, since their opera- 
tion immediately concerned processors only. 

ANC 


Relicf mceasures expanded since 1929 


The rapid and drnstic decline in export prices in 1929 had imme- 
diate and scrious effects upon Australian ngriculture and upon Australian 
economy as a whole. Over 80 percent of the Australian cxport trade con- 
sists of agricultural commodities, of which wool is by far the most 
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important. Wheat, dairy products, meats, fresh fruits, fruit producte,,. 
and sugar are also substantially dependent upon export markets, of which 
the United Kingdom is the most important. 


One of the early depression problems was the difficulty of meet- 
ing the external debt obligaticns because of the fall in value of agri- 
cultural exports. Overscas borrowings had reached boom proportions 
shortly before 1929; and, in an effort to balance the Dominion's inter-~ 
national payments, measures were taken to cut dow. Imports and increase 
exports. Tarlff rates were increased sharply, enu the value of the 
Australian pound wis gradually decreased. Devaluation aided meterilally 
in maintaining agricultural exports. 


The marketing schemes established prior to the depression con- 
tinued to operate, and some effort was made to add new ones. But even 
before 1329 severa) of the schemes had reeulted in overproduction, With 
the fall tr vorl. prices the returns from that portion of the commodity 
sold aboot -rejvcutly involved heavy losses. The burden of the unrem- 
nerative cyoort «1. cs was particularly serious in view of the expanded 
production, whick ond resulted largely from the operation of the schemes 
themselves. 


Dairy products: The dairy-marketing plan will serve to illustrate 
some of the difficulties that have arisen in the operation of control 
schemes. In 1926, under the so-called Patterson Plan.s !evy was imposed 
on butter production, The tariff on butter was increas.d to keep out 
imports and nn export bounty was paid out of the funds raised by the levy. 
Several dif '*culties arose, the chief of which was the heavy increase 
in production, stimulated largely by the export bounty. During 1933 and 
part of 1044, production expanded to such an extent as to make the 
Patterson Plan almost unworkable. 


Its successor, known as the Equalization Plan, launched in May 
1934, involved fix°a domestic prices for butter and cheese and a system 
of quotas that limited domestic sales. Legislation passed by the prin- 
cipal dairy States set up Dairy Products Boards with power to determine 
the amount of butter and cheese that each creamery could dispose of 
within the State. The Commonwealth completed the scheme by passing leg 
islation establishing a similar body with control over interstate trade. 


Official control of the scheme was relaxed after the Privy 
Council decision of 1976, nullifying Federal legislation controlling 
interstate trade, although the scheme at present is being tried on 4 
voluntary basis. While the scheme apparently succeeded in obtaining a 
substantial bounty for farmers by raising domestic prices, it also had 
some of the difficulties of its predecessor, The Equalization Plan at- 
tempted to provide uniform prices to all creameries and at the same 
time levy a uniform charge per pound for transportation and distribu- 
tion, regardless of the distance shipped. One result of this provision 
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as to shift production to regions with lower production costs but 
comparatively high transportation costs, such as Queensland. 
Measures affecting other products: Some effort was made to in- 
crease returns to producers by adding to the number of commodities 
perating under marketing schemes. Several minor agricultural exports 
were granted export bounties. Relief funds were distributed among the 
wheat growers, who suffered severely from the fall in prices. Late in 
1935, a marketing scheme for wheat involving the two-price system was 
also proposed, but it was not adopted. Wool, the leading agricultural 
product, remained an outstanding exception to any form of governmental 


marketing assistance throughout the depression, cxcopt that it benefited, 


of course, from devaluation. The establishment of a two-price system 


for wool would involve serious difficulties because a high percentage of 


t commodity is exported. In 1930, the Government ypreporss. a pooling 
system for wool. The proposal was rejected, principally because of the 
ppositicn of the wool growers themselves. 


dev velopment occurred in 1936 with the invali-~ 
i tralian marketing schemes by the Privy 
Council. The aka °) anak and State powers with respect to 
interstate trade has been one of the chicf legal difficulties in the 
operation of the schemes. on Rcagnsctomd joint action by the State and 
the Federal gfovernme! necessary to control domestic prices. 
il qd ion, however, invalidating Federal legislation 


a 


~~ 
ct 

“a wn 
an 
pe) 
“” 
cy’ 
@ 


The Privy Council deci 
controlling interstate trade, has crippled seriously marketing schemes 


involving more than one State. At present the marketing schemes are 
continuing on 2 voluntary basis. 


Aside from assistance to commodity marketing, the Government has 
made considerable effort to reduce or adjust farm indebtedness. Some 
of the States have vassed farm debt moratoria, while the Federal Gov- 
ernment has granted loans to relieve stringent credit conditions. The 
result has been a general scaling down of the terms of purchase and 
indebtedness contracted under land-settlement schemes. 


Imperial preference 


Increasing production in Australia has led to the search for 

larger export outlets. The Australian Government, therefore, has been 
a staunch supporter of closer commercial ties and preferential tariff 
treatment within the British Empire. While the United Kingdom granted 
preferential duties on some Australian products in post-war tariff acts, 
preference was extended and increased, both in the United Kingdom and 
ee other parts of the Empire, as a result of the reciprocal agreements 

eotiated at Ottawa in 1932. The measures adopted under the Ottawa 
pr Aleem which were designed to give the Dominions an increased share 
of the British market, were not immediately effective in that they did 
not prevent the accumulation in the United Kingdom of excess supplies 


of several commodities from non-Empire countries. The British Government 
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in 1935 approached the Dominions regarding the imposition of quantitative 
limitations on Dominion butter until such time as the market ceased to 

be glutted. The Commonwealth Government rejected this proposal, however, 
and insisted that if any restrictions were to be imposed they snould ap- 
ply to non-Empire countries and not to Australia. In general, the Ottawa 
Agreements have enebled Australia to gain a larger share of British mar- 
kets at the expense of non-Empire countries. 


Results of the mensures adopted 


Aby evaluation of the results of farm aid in Australia must take 
into account the objectives of the Government's nolicy, prevailing over a 
long period. Without Government assistance, it is probable that rural de- 
velopment would have been slow and that the country would have remained 
sparsely settled and largely devoted to sheep raising. Government policy 
for decades has been designed to encourage censer settlement by promoting 
immigration, land settlement, development projects, and industrial growth. 
Efforts,therefore, have been directed toward a Palance vetween agriculture 
and industry that would support a larger population and promote conditions 
suitable for the normal political and social life of a British community. 


In terms of the objective, the Government's policy has been favored 
with a large measure of success. But seme adverse effects have resulted 
from these efforts. The economy of Australia has been developed in many 
respects to the detriment of some of the natural edvantages of the country. 
In general, costs of production have tended to increase, particularly in 
relation to costs of similar commodities in other exporting countries. 


Increased production: Anothes result of Australian agricultural 
policy has been the expansion of production referred to in the discussion 
of marketing schemes. Yet there has been great reluctance on the part of 
producers and others to limit or reduce production. This reluctance, in 
general, relates to the popular desire to exploit more fully the agricul- 
tural potentialities of the Australian Continent. Moreover, production 
control proposals have been regarded as jeopardizing the heavy expendi- 
tures in land settlement and development, predicated largely upon a policy 
of expanding agricultural production. With the onset of the depression, 
there was a general tendency among farmers to increase production with the 
hope of bolstering up their incomes during the period of falling prices. 
For a time at least, this tendency coincided with the needs of a govern- 
ment ‘confronted with the task of adjusting an adverse trade balance. In 
fact, with this problem in mind, the Federal Government specifically called 
upon the wheat growers to increase production as a patriotic duty. 


Aside from these general considerations, the prodlem of surplus 
Broduction for those commodities »perating under marketing schemes may 
be attributed largely to the stimulation of controlled prices. Butter 
production, for example, increased from 292 million pounds in 1929-30 to 
434 million in 1935-36. During-the same period sugar production in- 
creased from 602,090 short tons to 689,000 tons. 
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Effect on domestic producer and consumer: The Sundcanent @l purpose 
of the marketine.schemes is to provide a subsidy for agriculture as com- 
pensation for the special disabilities from which it suffers. ‘The effect 
of the Australian marketing schemes, therefore, was to increase domestic 


prices and to stabilize them at higher levels than world prices in 
attempt to bring the costs of production and prices into something like 

ilibrium. In addition, there was also the desire in veriods of gen- 
erally depressed prices to sunplement the producer's income. 

The immediate result of the marketing schemes insofar as the wel- 
fare of the producers is concerned wes to increase their income from the 
commodities so marketed. The additional real income, however, which 
farmers obtained through the subsidy afforded by the marketing schemes 
tended to diminish in time. For example, when domestic prices for farm 
roducts were increased, the cost of living for urban workers rose. The 
wages of industrial workers, which are largely determined in Australla 
oy a cost-of-living index, also rese. The costs of production mounted, 
and manufacturers advanced their prices and asked for increased tariff 
protection. Ultimately, much of the farmers' additional income obtained 


” 


from the marketing schemes was offset by the price increases in the gosds 


and services trey had tc buy. 

elfare of those branches of Australian agriculture that 
particularly adversely. The wool industry, for example, 
the maintenance of the less efficient branches of agriculture. 


The Australian marketing schemes have definite limitations in re- 
spect to their ability to increase the income of producers. In th 

place, there is a limit to the level tc which domestic prices can be 
raised without serious opposition from consumers or without a marked dee 
cline in domestic consumption. Second, the feasibility of the two-price 
systen a limited to those commodities fer which a substantial domestic 
market exists as conpared with the amount exported, Third, forcign cute 
lets tend to be restricted to the very few markets that do not object 

to tounty-fed exporte. 


Since the subsidy obtained from marketing schemes is derived from 


increased domestic prices, the cost is borne by domestic consumers. as 
such, it is a form of consumption texation and consequently tends to be 


rezressive. Moreover, the cost of the subsidy is not borne equally by 
onsumers of the same income group. For example, workers who are sub- 
t 


ject to wage awards by the Arbitration Courts based on a cost-of-living 


index escape partly, at least, the effect of an increase in farm prices, 
while other workers must bear the full brunt of the rising costs of living. 


W 
hout sudsidization throuch me j S s or by other means 
hou sidization through marketing schemes or by otne 


well adapted to natural conditions in Australia, bore part of the 
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Argentina affords: a striking example of a country whose national 
economy is based almost wholly uvon its vast. agricultural and livestock 
resourcese The system of large landholdings characteristic of the 
country has. favored the development of large-scale farming, particularly 
in the grain or flex belt. This fact, together with the mild climate and 
rich soil, gives to Argentina e distinct economic advantage as a lowcost 
procucers As the requirements of the population of slightly more than two 


and a quarter million crs relatively small in proportion to production, the 
Thus the entire 


bulk of the output finds its way to foreign markets. 
Argentine economic structure depends chiefly upon the maintenance of a 
foreign outlet for agricultural products, which must be disposed of in 
2 world market and at world prices. 


— 


Government intervention since 1925 


and the reduced demand resulting from 
the world depression brought serious hardship.ta the Argentine farmer 
and livestock producer; but it was not until ,the latter part of 1933 and 


the beginning of 1934 that the Argentine Government adopted any definite 


measures Gesigned primarily to aid the producers of the chief agricultural 


export crops. dAmone the measures of a general financial character adopted 
at this time were (1) currency devalu panier the establishment of ex- 
change control, (2) the fixing of guaranteed minimum prices for wheat, 
corn, end flaxseed, and (3) the enactment of a mortgace moratorium lens 


The decline in world prices 


Also established durin: th’ period were a number of regulatory 
and control boards for edministration of the measures mentioned and for 
promoting the interest of various groups of agricultural produccrse These 
administrative boards included the Grain Regulating Board, the National 
Meat Board, the National Cotton Board, the Wine Regulating Board, the 
Dairy Control Board, and the Yerba Mate Board. Some of th 
definitely permanent in character; others, althoush still in operation, 
were of an.emergency charactere Some of them, notably th z 
Sugar Commission, established in 1928, and the Wine Remlating Board, 
formed in 19%, were orgenized primarily for the control of the domestic 
surplus problem in these productse On the other hand, the National Cot- 
ton Board was created for the purpose of stimulating and promoting the 
Cape C8 of cotton srowing in Argentina. The so-called Meat Law of 
1933, creating the National Mcat Board end vesting it with broad regi- 
latory powers over the meat-packing incustries, contemplates the ultinate 
purchese or construction of a meat-pecking plant to be owned cooperatively 


by the livestock producers of the country. 


Currency devaluation and exchanse control: Argentina is a debtcr 


nation, and the velue of its exports must not only balance imports but 
be sufficient for the ser-ice payments on the public debt held abroad and 
With 


upon the lerge private investments of foreign capital in &rgentinea. 
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the continued decline in exports dufing the period of the depression, 
the Argcntine balance of merchandise trade by 1930 showed a large defi- 
cit. To meet this situetion, the Argentine Government in October 1931 
established a system of control over foreign exchange, the primary pur- 
pose of which was to discourage imports. 


The operations cf the exchange-control authorities did, as a mat- 
ter of fact, succeed in reducing the large excess of imports over ex- 
portse But at the same time the va’ue of tne Argentine currency 
appreciated markedly anc prices of primary. agricul‘ural products in 
Argentina declined proportionatelr. It was lerzely because of the decline 
in prices in terms of érgentine currency that the jovernment was forced 
in November 1233 to tare positive action in the cirection of increasing 
prices of Argentine export productse The Government accordingly devalued 
the currency by 20 percente Prices of Argentine primary products in terms 
of Argentine currency immediately advanced in approxiaately the same 
proportion. At the same time, the Governnent established guaranteed 
minimum prices for wheat, corn, and flaxseed. 


Another feature of the exchange-control system inaugurated in 
November 1933 was the establishment cf a margin between the official 
buying and selling rates to provide the Government with a substantial 
profit, tne proceeds of which were set aside for meeting any possible 
losses under the minimum-price system. The system of exchange control 
also made it possible for the Government to pass on to the producer the 
profit on bills of exchange for certain products sold in the open or 
"free" market; this was done in the case of wool and dairy products. 


Winimum-price scheme md Grain Regulating Board: On November 26, 
1333, the Argentine Government established a minimum price for wheat, 
corn, and flaxseede A Grain Regulating Board was created with authority 
to enter the market and purchase grain and flaxseed at the fixed prices 
whenever world prices as reflected in Buenos Aires should fall below 

the minima established by the Governmente Any losses sustained in con- 
nection with the sale of grain and flaxseed at less than the prices paid 
for them, as well as the administrative expenses of the Board, were to 

be defrayed from a fund derived from the profits of the purchase and sale 


of foreign exchange bills. 


During the first 3 years of she Board's operations, its purchases 
of wheat amounted to about 168 million bushels. Of this amount 145 million 
bushels were purchased in the year following its establishment (1933-34). 
The remaining 23 million bushels were purchased during the crop year of 
1935-36. No purchases of vheat were made during the crop year 1934-35, 
as the world price of wheat was above the guarantecd minimum. 


The purchases during 1933-34 represented approximately 75 percent 
of the exportable surplus for that year.e During the early part of the 
year, the Board's operations showed a considerable loss, but with the ad- 
vance in the world price of wheat, resulting largely from reduced crops in 
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rought of 1934, the Board was 
yy 


the United States and Canada because of the d 
at prices well above the minimum 


able to dispose of its accumulated stock 
and was able, therefore, to reduce its ow loss 
the equivalent of a little less than $2,000,000. 


The Board's purchases of flaxsced during the 3 years from 1933-34 
to 1935-35 amounted to over 7 million bushels, most of which was from the 
1935=35 crope Corn purchases for the 3 crop years amounted to 99 million 
bushels, ourchased largely from the 1934-35 crop. The minimum prices for 
wneat and corn were increased on December 12, 1935, but the minimum price 
for wheat was suspended in December 1936 and the minimum price for corn 
in January 1937. 


According to the Board's report for 1934 and 1935, the maintenance 
of the minimum price for wheat, corn, and flaxseed, together with the mone- 
tary measures adopted by the Government, increascd the farm value of these 
products by 247,000,000 pesos equivalent to $72,865,000, United States 
currency. 


While the Argentine farmer has thus recvived more for his wheat, 
corn, and flaxseed than he would have received had minimum prices not been 
in effect, the Argentine consumer was required to pay more for these prod- 
ucts during the periods when the Grain Resulating Board was making 
purchases to support the markcte The periods during which the minimum 
priccs were in effect, however, were relatively pricf in comparison with 
the periods when coiicstic prices were above the suarantecd minimume 
Tnhercfore, the net  ffect of these increased prices upon the Argentine 
consumer may be seid to have been neglizinle. In the case of corn and 
flaxseed, of which 80 and 90 percent, respectively, of the crops are 
normally exported, most of the balance retained for domestic consumption 
is either fed on the farm or uscd for seed, so that the amount ontering 
domestic trade channels was practically negligible. As was pointed out 
in the case of wheat, the drought in the United States in 19% and again 
in 1936, with the resultin- demand for Argentine corn (69 million bushels 
in 1936-37), was no doubt a contributary factor in maintaining Argentine 
corn prices at a point that made unnecessary any intervention on the part 
of the Grain Regulating Board. 

With world market prices well above the suaranteed minima through- 
out the greater part of the period under consideration, the minimun- 
price scheme had little, if any, effect upon the acreage of these crops, 
except possibly in the ycar following its cstablishment, when the areas 
plantcd to corn and flax were increased by 7 and 15 percent, respectively. 
The vheat acreage sowm that year, however, showed a decline of 4.5 per- 
cent, so thet the totel acreaze sow to wheat, corn, and flax increased 
by less than 4 percmmt end has since remained at substantially the same 
levele If anything, there has been a slightly dowmward trend in the grain 
acreage, but this trend must be attributed to other factors, chief among 
which, no doubt, have been the weather conditions just before and during 


the planting season. 
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Netionsal Meat Board: Further to oromote the interests of livestock 


producers, the Argentine Congress in 1933 enacted the so-called Mect Law 
ercating the Nationel Meat Board (Junta Nncional de Carnes). ‘The vo2rd 


was vestcd with brosd regulatory powers over the operations and ectivities 


ee 


of the meat-packing establishments, including the formulation of rules for 


the classification of livestock, the publication of pertinent statistics, 
and, in general, the supervision of the activities of the livestock and 
meat industry. 


Insofar as the regulatory control by the Meat Board is concerned, 
the new law merely enlarzes and strenethens the powers + dine exercised 
by the Meat Trade Control Division of the Ministry of Agriculturee On 
tne other hand, the creation of the Argentine Corporation of lieat Produc- 
ers, with authority to acquire or construct a meat—packing plant, marked 
the culmination of a long struggle on the part of the livestock producers 
for a more direct participation in the slaughter and sale of their live- 
stock. The cost of such acQuisition or construction is to be defrryed 
from the proceeds of a tax of 1 percent on the value of all livestock 
sold by the producers, whether for export or for home consumption. Par- 
ticivation in this. scheme is compulsory on the part of all producers. 

The tax is collected by the National Meat Board, 20 percent of which is 
retained to carry on the functions of the Board and 80 percent set aside 
in a special livestock protection fund from which transfers are made to 
the Argentine Corporation of Meat Producers (la Corporacion p stan ool 

de Productores de Carnes). 


The Corporation, which wes orgenized in October 1934, has not yet 
establisned a slauz ohtering plant of its own, but livestock is slaushtered 
for its account in other packing establishmentse A sales office is main- 
tained in London 2nd an organization for the inspection of packing plants 
in which its livestock is sleuzhtered has been set up in Argentina The 


net profit of the Corporation during the first fiscal period of its op- 
erations represented 6.15 percent on the average amount of the capital 


~—-~ wee 
- 


employed in the business. 


tional Cotton Board of Argentine 
ted in May 1935, not as an emergency 
+ had beset the cotton growers but 
l organization that would devote it- 
al problems of cotton production and 
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Although cotton has bcen grow in Argentina for mony years, progress 
on hampered by the difficulties that confront cotton growerse Rec- 
ng the possibilities for cotton growing, the value of which clready 
a that of sugar canc, grepes, and certain other crops, the Cotton 
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Following the creation of the Cotton Roard, the acreage increased 
from 480,000 acres planted in 1932-34 to 713,000 acres in 1935-37 and to 
1,025,000 acres in 1937-38. Cotton standards were formulated, and addi- 
tional experiment stations were established for the purpose of developing 
and improving new verieties cf cotton. Immroved credit facilities were pro- 
vided, and additional regional agronomists were aprointed by the Board to. 
educate the growers in improved methods of production and harvesting of 
cotton. One of the problems was the degeneration in old cotton varieties. 
The Cotton Board accordingly took steps to secure the production of certi- 
fied seed and to distribute the seed to cotton growers. Other activities 
of tne Board included the improvement of the marketing facilities anc the 
more effective regulation of ccetton-ginning establishments. 


Wine Regulating Board: A board known as the "Junta Regulndora de 
Vinos" was created as an emergency measure in 1934 for tle purpose of ad- 
justing the production of grapes to the domestic consumption of wine. 
Based on a per-canita consumption of 55 liters (14.5 gallons), the annual 
consumption of wine in Argentina was placed by the Board at 182,298,000 
gallons and the average annual production at 224,570,000 gallons. 


To bring about a reduction in production, the Board was authorized 
to purcnase grapes and wine and to nequire vineyards of wine grapes for 
the purpose of tneir destruction or the substitution therefor of table 

or raisin granes. The sum of 30 million nesos (almost $10,000,000) was 
appropriated for the purpose of cerrying out the provisions of this law. 
A surtax of one centavo per liter (1.25 cents per zallon) was imposed for 
a period of 6 years. To discourage the establishment of new vineyards 
during a period = & years, which may be extended to 5 by the President, 


a tax of 1,000 pesos per hectare ($134 ner acre) must he naid on new 
plantings. Mavenver. no indemnities snall be paid to the owners of any 


vinevards sect out after the effective date of tne law. 


During the first 2 years of the Board's onerations, the sto 
wine were reduced from 219,708,720 gallons on December 31, 1934, to 
160,927,680 gallons by the end of 1936, or by 27 percent. Comnensation 
was paid for the lg ogee of 26,380 acres in vineyards with an estimated 
production of nearly 12 million gallons. Frices received for grapes by 
the growers were increased from 1.50 pesos per quintal (9.23 cont per 
pound) to 2.35 peso quintal (0.35 cent ner pound), or 57 percent. 


- 
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Dairy Control Board: This Board was created by executive decree 


in 1934 as an emergency measure, primarily for the purpose of assuring to 
dairymen the benefit of the increased prices resulting from tne sale of 
export bills for butter and casein in the open exchange market. The 
profit resulting from the difference between the official buying rate 
and the selling rate of export bills in the open market, togetner with 
the proceeds from a domestic sales tax on butter, is passed on to dairy- 
men in the form of a benefit payment or bonus. 
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Brazil 


Brazilian economy is based primarily on agriculture. Rapid 
progress has been made in the development of manufacturing industries in 
recent years, but official estimates indicate that over 70 percent of 
Brazilian workers are still engaged in agriculture and animal husbandry. 
With an area greater than that of continental United States and with a 
wide range in temperature between the tropical northern and central parts 
of the country and the temperate south, Brazil produces a wide vuricty of 
both tropical and temperate region products. 


During recent years, agricultural and semiagricultural products 
have comprised about 90 percent of the value of the country's total ex- 
port trade. One agricultural commodity, coffee, has accounted on an 
averaze for about three-fifths of the total value of Brazil's exports 
since 1900. Cotton ranks second in importance to coffee as an export 
commodity, its production having shown a sharp upward trend during the 
rast 4 or 5 years. Cocoa, hides and skins, oilseeds, chilled and canned 
meats, tobacco, and oranges are items of lesser importance among Brazilian 
farm exports. 


Corn, sugar, rice, and dairy products are imnortant items insofar 
as the country's internal economy is concerned; but, generally speaking, 
they are not important in Brazilian export trade. Until the recent rapid 
expansion of cotton production, corn, virtually all of which is consumed 
in the domestic market, ranked second only to coffee in value among farm 
crops. 


In contrast to the preponderance of agricultural products in the 
export trade, farm products occupy a relatively small place in the import 
trade, accounting for only about 20 percent of the total value of im- 
ports into Brazil. The major agricultural product in which Brazil is 
deficient is wheat, and imports of wheat and wheat flour have made up 
about two-thirds of the total value of the country's agricultural imports 
in recent years. 


With coffee accounting for well over half the value of the 
Brazilian export trade for many years and with the coffee-planter class 
usually occupying an influential position in shaping Government policy, 
farm-aid measures in the predepression years revolved in large degree 
about coffee. While coffee was the major object of direct Government-aid 
measures in these years, indirect assistance was extended to agriculture 
in general by monetary and tariff policies. These policies may be ex- 
amined briefly before consideration of the direct assistance granted in 
the case. of coffee. 


Brazilian monetary history has been, to a large extent, one of 
inflation, with the large and influential planter class consistently 
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favoring cheap money. At times when the world prices of coffee have 
been low, the tendency has deen to permit the milreis to depreciate in | 
an endeavor to maintain the income of the coffee grower in terms of 
Brazilian currency. This tendency has not been without its unfortunate 
repercussions, as the high milreis prices of coffee and the credit infla- 
tion of the 1920's, which led to increased plantings and subsequently to 
huge coffee surpluses, were in no small degree a result of currency de- 
preciation in the early part of the deeade. Currency depreciation has, 
however, given at least temporary encouragement to the agricultural ex- 
port trade of Brazil and has contributed to the protection of domestic 
industry and agriculture. 
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Brazilian tariff policy during the present century has generally 
been one of protectionism. Despite the fact that Brazil is an important 
exporter of cotton, it levies a duty equivalent to approximately 11 cents 
per pound on foreign cotton. The duty on sorn is equivalent, at current 
rates of exchange, to approximately 39 cents per bushel, and the duty on 
sugar to 13.5 cents per pound. 
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Government assistance to coffee zrowers 


Direct Government intervention in the coffee industry dates from 
1906. Prior to adout 1927, the Brazilian coffee problem was primarily 
one of regularizing marketings and ironing out wide price variations in 
a crop that is subject to sharp year-to-year fluctuations in volume. 
Since 1927, however, overproduction has been almost a peré.inial problem 
rather than a periodical one. In all but 2 or 3 of the past 10 years, 
Brazilian coffee production has materially exceeded world consumption 
of Brazilian coffee, and in several of these years it hes exceeded world 


consumption of all coffees. 


The Brazilian coffee-valorization measures, prior to the adoption 
of coffee defense as a permanent policy in 1924, involved primarily the 
purchase and withholding from the market by the Government of large quan- 
tities of coffee during periods of overproduction. The first valoriza- 
tion, in 1906, was accompanied by a 10-year restriction on new plantings 
of coffee trees; and, with consumption increasing and production remaining 
more or less constant, the surplus stocks that the Government acquired 
were fairly well liquidated by the beginning of the World War. 


The second valorization, undertaken in 1917, was designed to with- 
hold from the market an amount of coffee equivalent to what, under peace- 
time conditions, had usually been taken by the Central European powers. 
Because of an abnormally small crop in the following year as a result of 
frost damage, coupled with the reopening of the European markets at the 
end of the war, stocks were liquidated readily. The third valorization, 
undertaken in 1921, following a large crop and a slump in prices, was al- 
so successful because of smaller crops in the 2 following years. 
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Permanent coffee defense, as adopted in 1924, provided for the 
rerulation of the amount of coffee that might move to the export centers 
and for the storing of reserve stocks in upcountry warehouses. Provi- 
sion was subsecuently made for loans by a State banking institution to 
planters on stocks in the regulatory warehouses. It appears, however, 
that little or no consideration was given to the rapid increase in plant- 
ings of coffee trees, which was taking place under the stimulus of high 
milreis prices and liberal credit policies, or to the possibility of 
future production regularly exceeding probable consumption requirements. 


With a huge crop in 1929-30 and a collapse in world coffee prices, 
the Brazilian Government was forced to make changes in the existing coffee- 
defense measures. An export tax was placed on coffee, with the returns 
from this tax to be devoted, in large measure, to the purchase and destruc- 
tion of surplus stocks. A heavy tax was also placed on new plantings of 
coffee trees. The export tax to finance the purchase of coffee for destruc- 
tion, supplemented on occasion by sacrifice quotas whereby planters were 
required to deliver to the Government certzein portions of their crop at 
prices below the market, was an essential part of Brazilian coffee defense 
from 1931 to November 1937, 


During this period, however, ether coffee-producing countries were 
gradually acquiring an increasing portion of the world market, and in 
November 1937 the Brazilian Government announced important changes in 
its policies relating to coffee. The revisions involved substantial re- 
ductions in the export tax on coffee and certain changes in exchange 
regulations in order that Brazilian coffee might be solid on world mar- 
kets at prices lower than those theretofore prevailing without lowering 
in like degree the internal prices received by growers. It appears that 
these changes were designed primarily to place Brazilian coffee ina 
stronger competitive position in relation to other eoffees in the world 
markets. Brazil has, however, continued to restrict the movement of 
coffee from upcountry centers to the port of exnort shipment and has 
continued its coffee-destruction program, financing the latter by a spe- 
cial currency issue. It is of interest to note that despite the destruc- 
tion of approximately 48 million bags of coffee (equivalent to almost 2 
years' world coffee consumption) in Brazil between 1931 and June 30, 1937, 
the world carry-over as of July 1, 1937, was only slightly below the peak 
reached 5 years earlier. , 


Generally speaking, it would appear that Brazilian coffee~ 
valorization measures onerated fairly well in mitigating the effects of 
cyclical overproduction prior to about 1927. Over the long term, pro- 
duction and consumption were fairly well in line during the periods 
covered by tne earlier valorization measures. The difficulties that 
developed after the adoption of coffee defense as a permanent policy 
appear to have resulted from a number of factors, which include (1) ate 
tempts to stabilize coffee prices at unduly high levels; (2) overliberal 
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credit policies; (Z) failure to limit. new plantings in the Sart 
which instead were encouraged by (1) and (2) and which have acc 
in considerable degree for the large crops of the. past. few years; ‘ 
(4) administrative dcficiencics in the. operation of the control machin- 
ery; and (5) encouragement of plantines in other countries, which had 
come to believe that Brazil would engage. indefinitely in direct or in- 
direct price-supportine measures. 


Extension of Government intervention to other commodities © 


The difficulties that have involved Brazil's major expo rt 
commodity since 1929 have resulted in a marked trend toward Government 
intervention in other basic agricultural industries, with agricultural 
diversification as one of the major objectives. A particularly interest- 
ing feature has under Federal or State auspices, 
of a number of "ji n the financing and mar- 
keting of various es ications usually 
receive direct or in 1 
State governments, and in turn may have delegated to tiem 
executive powers, such 1s the enforcement of trade practices and stand- 
ards and the operation of inspection services. They not infrequently 
engage in a vide range of activities. For example, the Cocoa Institute 
of Bahia, which is one of the Renee known of tnese i 
antees long- and short-term credits to growers, finances purchases of 
farm equipment, onerates an ra station, aids in highway and 
bridge construction maintains a modern warchouse in Bahia, and is ac- 
tive in the cocoa export trade. Aside from the income from its banking 

ct s, the institute is financed from the praceeds 


nstitutions, guar- 


lal 
oe 
s 


and commercial transa ; 
of a State export tax on cocoa. 


The general trend toward increased Government intervention in 
agriculture in Brazil may be eal aaa by constitutional changes made 
toward the end of 1937. ‘The new constitution rps ve te the powers 
of the central Government, -and certain of its provisions are designed 
to encourage the eventual organization of the national economy along 
corporative lines. The semiofficial institutes represent a logical 
medium for the administration of farm aid and of such additional inter- 
vention in the agricultural organization of the country as may develop 


under the new governmental set-up. 


Increased competition with United States agricultural exports 


The principal increases in Brazilian competition with United 
States farm products in world markets in recent years have been in two 
commodities, cotton and oranges. Neither of these products has been | 
sudject to the high degree of Government intervention that has charac- 
terized certain other Brazilian crops. 
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The rapid expansion in cotton production is in part a natural 
outgrowth of the long-continued depression in the coffee industry and 
the realization of the desirability, from the viewpoint of Brazilian 
national interest, of increased crop diversification. Currency depre- 
Ciation has also contri buted to increased cotton production for export, 
as have Government measures specially designed to encourage cotton pro- 
duction. The latter have not, however, involved a large dezree of direct 
Government intervention but have been confined primarily to such activi- 
ties as educational work, seed distribution, ginning regulations, cotton- 
inspection services, and the liberalization of credit. 


Cotton acreage and production in Brazil, average 1925-26 to 1929-0, 
annual 1920-31 to 1937-3€ 
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Year . Acreage Production | Year Acreage ‘Froduction 
us pint : Ses Nene 
090 © 1,900 ; 1,900 * 1,000 
Average ‘ acres  . dales a/ ' ' acres ' dvales a/ 
1925-26 to a Ff 7 = 
929-30...:; 1,492 EC 1933-34....... 2,851 1,014 
(1934-35...... ‘ 4,067 1,359 
1930-31 ‘* 1,694 49% TbOCOMOOs we eess 5,189 1,766 
19S1=-S2. 0-6 2,000 555 ‘L9Z6$37..ceeee: 6,425 1.72 
1952-38.....: 1,671 450 1937-38....... b/ ¢/1,936 


a/ Bales of 478 pounds. 
b/ Not yet availeble. 


c/ Preliminary estimate. 


With the increase in production, exports of Brazilian cotton have 
shown a sharp upward trend. From an average of only 109,000 bales for 
the period 1926 through 1930, Brazilian cotton exports have increased to 
084,000 bales in 1924, 630,000 bales in 1935, 924,000 bales in 1936, and 
935,000 bales in the first 10 months of 1937. 


Exports of oranges from Brazil have increased from an everage of 
581,000 boxes in the 5-year period from 1926 to 1930 to 3,217,900 doxes 
in 1956 and to 3,948,000 boxes in the first 10 months of 1937 his j 


A 


crease appears to be primarily a result of low costs of production in 


Brazil, where soil and climatic conditions of large areas of land are 
favorable +g orange production. Competition from Brazilian oranges is 
felt particularly in the United Kingdom market by California Valencia 
growers, whose marketing season coincides roughly with that of the 


Brazilian product. 
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The Netherlands 


Prior to the depression, the Netherlends had long followed e policy ) 
of free trade It is the second smellest country in Europe, but the : 
donasty. of its populetion is exceeded only by one other, thet of Belgiun. 
Self- suf ficiency in food production, therefore, is not possible. al- i 
though only ebout one-fifth ide the pooulstion is engaged in agricultural 
pursuits, cgriculture pleys = most imporvent part in the ecanomy of the | 
country. 


A 


icy of free trede, the production of greins was gen- 

- Furthermore, the climate, soil, and location of the 
to merkets fevored the production of horticultural 

S, which give e hign return per unit of area. 
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By 1929, tne Netherleads wes exvorting about 50 percent of its hog 
and pork production and 2 lerge proporticn of its deiry end horticultural 
products. These products, of course, were perticuiarly vulnerable to 
the decline in world vrices that beg2n avout thet time, ond Netherlands 
farmers, in an effort to maintain their incomes, increased their output. 
The decline in world prices and the incressing number of import restric- 
tions edopted oy importing countries caused more and more of the surplus 


Yu 


production oi the Nethericsnds te be offered on the nome market. As 2 


result, the decline in agric.ltur2l prices wes relatively greater than 
in nonagriculturel prices, ond this disparity eventaully prompted the 


edoption of "crisis" or relief legislation by the Netherlands Government. 


—— Se 


The pr rincipal Ocjectives of the relicf measures heve deen to 
restore the profitability of esriculturs in general and to prevent a 
collapse of the agricultural export industrics that were eneracterized 
by large capital investments. Ths mumerous meesures originally edooted 
in piecemeal fashion as temporary eids heve since been systematically 
developed and consolidated until they embrace practically all phases of 
egriculture. 


Officials early recognized thet the success of the relief mea~ 
sures would devend uoon control of production, and the gencreal plan has 
been to curtail the production of surplus commodities for which the ex- 
port outlets wore dininishing end to increase the production of commodi- 
tiss that would be consumed on tne home merket. Agencies with monopoly 
powers were estedlisned nd provided with meens for controlling produc- 
tion as well es imports and exports of cach of the important egricul- 
turel products. Fixcd or suiding prices have been used in order to 
bring about prorfitebdle returns to erovers. 
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The maintenance of prices at these artificiel levels made it 
necessery for the control agencies to resort to various forms of sub- 
sidies. The necessary funds for these subsidies and other relief mea- 
sures were odteined from Government grents, import monopoly fees, 
slaughter, excise, end other consumption taxes, end production and trens- 
portetion permit fecs. All of these, of course, were in the end borne 
by consumers. 


Netherlands economic thought is treditionaliy opposed to control 
measures. During the early months of 1937, therefore, when the economic 
situation in the Netherlands improved es a result of devaluation and 
rising world prices, dumends' for the abolisnment of relief measures came 
not only from industry but also from certein agricultural grouvs. The 
Government, however, recognizing that agriculture would soon produce un- 
marketable surpluses if controls and restrictions were abolished and 
feeling that the recovery in agricuiture had not been of such a2 neture 
or extent th2t control could be ebandoned, refused to accede to these 
demends. But meny of the restrictions were liberelized. 


Provision was mode for moderete incresses in the production of 
certein commodities. Control and price-fixing mesures, which to a 
lerge extent protected producers from worleé price movements prior to 


devaluetion, were used during the past yeer to prevent undue advances 
Omplished through the reduction 


in agricultural prices. This was accom; 
*r, in some cases, Nag of consumption tuxes and import monopoly 
fees. The Government wes able to maintain prices for those products 


that had been fixed et stalls then world levels, but the guaranteed 
minimun prices beceme ineffective and control over prices of products 
on an import besis wes lost és soon as world prices exceeded those in 
the Netherland 


In general, it can be said thet control measures heve been simpli- 
fied in their operation and to some extent in their edministration; an 
it has been demonstrated that they heave a certain emount of flexibility 
peculiarly edepted to ccnditions in the Netherlends. 


Administretive oreanizetion 


All of the control and relief progrems, except the wheet scheme, 
operate through similar administrative set-ups. At first, 2 seperate 
Org@nization or "centrale" was developed for each commodity. There was 
also 2 Provinciel Centrele for eech controlled procuct in each Province, 
membership in which was compulsory. The Provinciel Centrales were the 

mediums throush which the main Centrales reached individuel procucers. 
Each Provinciel Centrale hed its own inspectors, end the numerous member= 
Ships required of producers of several controlled products led to confu- 
sion, some duplication, and a great number of officiels and inspectors. 
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In Mey 1954 a new administretive set-up wes adopted, which simpli- 
fied the operation of the measures and reduced administrative expenses. 
In the reorganization, Provincial Commodity Centrales have bveen combined 
into one for each Province, and one inspector now covers all commodities 
when visiting a farm. An amazingly accurate and complete check of in- 
dividual farm operations has been mainteined. 


An independent office has been established to handle compliance 
with all messures, end special courts to hendle cases arising from non- 
colpliance. Another independent office has been established for euditing 
purposes end for control of the Agricultural Crisis Fund. All money de- 
rived from crisis measures - that is slaughter, excise, and other con- 
suuption taxes, monopoly import fees, and transportation and cultivation 
permits - goes into the crisis fund e viene witn Government grants. The 
money is budgeted by commodities, end tre fund is adiinistered oy the 
euditing office. 


In the case of wheat, the scueme operates through ooth a millers 


orgenization 2nd a producers! organization, which working togethsr con- 
trol production, trensportation, and all transactions in domestic wheat. 


Principel commodities effected 


Hogs: Hogs constitute one of the ost inportent surolus products 
of the Netherlands. Two types are produced; A bacon type for the ex- 
port trade with Great Britein end e fat type for the domestic merket and 
for the production of fat pork for export to Germeny. Prior to the de- 
pression, 2 substantial portion of the fecd-grain supply wes imported 
from abroad, duty-free, end about helf of the total pork production was 
exported. The decline in export bacon prices and the control of imports 
by Great Britain vrompted the Metherlends hog-control schene. 


Mecsures adopted for aiding the hog industry include the linite- 
tion of c2mur production, monopoly control of exports and inports, 
price-fixins, end «a tex on hogs slaughtered for domestic consuxption. 


Through = system of earmarks end a regulation thet makes it 
illegal to own or transport unmarked hogs weighing over 10 kilograms 
(22 pounds), e limit hes been placed on anmal hog production. The 
centrale also fixes the prices for export becon hogs, presumably at & 
level somewint ebove the cost of production. 


hese fixed orices act es suiding prices for domestic hogs. While 
narketings of domestic hogs ere not directly controlled oy the monopoly, 
the. influence of the fixed prices for export hogs is increased by the 
centrale's ability ond readiness to step in and make supporting purcheses 


on domestic markets when necessary. Domestic nog prices ere supported 
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also through purchases of fat pork by the centrale, this product con- 
stituting from 20 to 30 percent of the dressed cercess weight of fea 
hogs. Fet pork goes largely into export trade. 


Funds for financing the hog schemes ere obtained from a varieble 
tex on domestic slaughter, iaport monopoly fees, and profits of the 
nonopoly. 


An important result of the control scheme was 2 reduction in hog 
numbers fron 2,735,753 head in September 1932 to 1,€07,322 nead in August 
1936. At the same time, an advancs in hog prices wes meintained. A 
further decline in hog nunbers to 1 — head occurred in May 1937. 
This decline, however, was not "planned, | For the first time since the 
hog measure was in operetion, pig mumbers during 1945-56 exceeded the 
number of earmarks ellotted, end farmers were compelled to kill or dis- 
pose of a surplus of unnarked pigs. By late 1937 the reduction in nog 
production and the increase in domestic consumption raised domestic hog 
prices above cxport levels and the centrale was forced to pay a con- 
siderable subsidy on becon shipments to England. 


Number of hogs in the Netherlends, May census, 1934-1957 


1935 ; 1936 * 1937 


Clessification : 1934 
stetebnsetais aa le i 
| Number =; Nunber ' Number =; Number 
Under 60 kilosrans a/........ 1,185,338 : 976,837 ‘1,049,735 ! 886,436 
60 to 100 kilograns..........; $90,931 : 199,240 : 239,841 : 190,436 
Over 100 kilograms...........; 344,364 ‘!.190,328 ‘: 210,284 : 181,262 
Breeding sows.............-+. ) 154,477 : 151,998 ‘+. 173,581 : 143,700 


a 6,642 5,348 5,943: 4,532 _ 


DOWEL 5 6s iden ses ccadesss+se0 R002, 72 2,883, 71 1,578,984 :1,406,366 


‘ 
= _ 


a/ 1 kilosran = 2,2046 pounds. 


Earmark takings for 1937 were well below those of 1936 and, el- 
though hog-feed price retions have been favoraole, there is little indica- 
tion of en increzse in brecding operations. One reason for this may be 
the high cost of feed grains; another, the lack of opportunity for un- 
limited marketings of hogs. To encourege incressed breeding, earmark 
numbers for 1938 have been increased by 140,000, end during the latter 
part of 1937 the weight limit for unmerked pigs was increased from 10 to 
15 kilograms 
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The effect of the restriction on calf numbers will not be fully 
reflected in cettle numbers before 1938 and 1939; but, combined with the 
sleughter orogran, the reduction in pork suyplies, and the increased pur- 
chasing power of consumers, it hes resulted in e marked increase in cst- 
tle prices. It has caused the retention of aged cows, however, and this 
in turn has, until recently, resulted in increased milk production, thus 
reducing the effectiveness of the deiry scheme. The advance in the e2ge 
of the majority of the cows in milk, however, indicates thet the milk sur- 
plus is more or less temporery. 


In order to increase future beef suyolies and overcome certain 
objections raised by dairymen wno are accustomed to buying fresh or 
springer cows, the number of calves that can be retained in 1938 has 


been increased by 7 percent. 


Since 1932, milk producers have been paid 2 subsidy on a butter- 
fat basis. This sudsidy is derived from funds obtained largely from an 
excise tax on all edible fets for domestic consumption. Officials have 
thus been able to maintain relatively high prices for dairy products 
consumed in the Netherlands, the surplus being disposed of on world mar- 
kets at world prices. 


Effective November 1, 1937, subsidies to milk producers were in- 
creased and the payment received was simplified. <A price to producers 
of 1.71 florins per kilogram (about 43 cents per pound) of butterfat was fixed 
for delivery to creameries, but the price for milk sold elsewhere was left 
free. Butter for domestic consumption is priced at 1.44 florins at the 
creemeries, the surplus being sold in oxport markets at world prices. 
Cheese, however, is sold on world merkets et the world boutterfeat price, 
plus three-fifths of the difference between world prices end domestic 
prices. In other words, it is proposed to sell butterfat in butter for 
less on world markets end for more on home markets then butterfat in 


cheese. 


Prices for fluid milk and for milk sold for other than manufac- 
turing. purposes have, of course, approximated the price fixed for manu- 
facturing milk. 


Poultry and egys: The poultry industry in the Netherlands is 
On an export basis. Considerable expansion occurred in the post-war 
period, and py 1931 the bulk of the egg production wes exported, about 
80 percent going to Germany. The decline in Germany's buying power wes 
@ severe blow to the Netherlands poultry industry. 


Poultry producers in the Netnerlands since 1933 have received 
@ subsidy sufficient to maintain e minimum price for export eggs of 
1.5 cents (United States) each. Domestic egg prices are determined to 
a large extent by the price for export eggs. 
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The curteilment in the export outlet necessitated e reduction in 
ezg production, which was accomplished by limiting the number of incuba 
tors to be operated, prohibiting their operation eftcr lay 8 cach year, 
and requiring thet eggs for hetching be obtained from certified producers. 
The ege scheme is financed by Government grants end tne monopoly's prof- 
its on exports. 


No changes were mede during 1937 in the measures relating to eggs 
production, but the devaluation of the currency, increased domestic 
consumption, and high prices in Germany, combined to reise egg prices 
until they are now almost double the minimum guerenteed price. The 
reduction in the monopoly fee on feed grains by 50 percent wes elso 
beneficial to egg producers. © 


The measures have been effective in reducing poultry numbers 2nd 
egg production, but because of improved conditions in the poultry in- 
dustry 2 10-percent increase in incubetor operation hes been granted for 
1938. 


Poultry numbers in the Netherlends, May census, 1934-1937 
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Classification : 1934 |; 1935 8; | (936 tt 1987 
Number 4 Number : Number Number 
Young...:..... seeseeees 17,422,211 13,018,528: 13,816,188: 14,030,507 
Old....cses Se ee ‘17,117,592: 15,463,952: 13,972,208: 13,573,087 
SE OIE: ' 34,539,803: 28,482,480: 27,788,396: 27,703,594 


—— 


Horticultural products; The production of horticultural products 
for export has been developed to e high degree. In 1934, the value of 
horticultural exports was equsl to esbout 45 percent of tne value of the 
exports of livestock products. Relief measures for horticulture resulted 
from overproduction, low prices, and restrictions in export outlets. 


The measures edopted for the individusl horticultural commodities 
all followed more or less the same general plan. A reduction in the pro- 
duction of "export" products wes mede compulsory. In return, the producer 
was granted a minimum orice calculated to equel production cost, plus a 
reasonable profit. In most cases, the minimum price operetes at the auc-— 
tions, where the products are purchesed for the account of the centrale 
if the minimum prices cannot be obteined from wholesalers. In other 
cases, however, the centrele pays the producer the difference between 
the average market price at time of sale and ae "goal" price set by the 
Government end designed to cover production costs, plus a reasonable 
profit. These schemes are financed by Government grants, monopoly in- 
port fees, and transportation and other permit fees. 


erry 
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Financially, 1937 was the most satisfactory period for horti- 
cultural producers in many years. <Acreage limitations, however, were 
continued in force. Higher world prices, devaluaticn of the florin, 
and increased domestic conswaption raised prices to such an extent thet 
the minimum gsuarenteed prices were no longer efiective. As a result, 
relief payments for horticulture in 19%7 were smaller than in 1935. 


Grains; Of the grains produced in the Netherlends, whest is the 
most importent snd the one on which relief measures have been concen- 
treted. YJnder freo trede, the Netherlands wheat producers could not 
compete on either @ quelity or = price basis with imported wheat, end 
prior to the devr i 


ression the Netherlends imported ebcut 90 percent of its 
whent requirements. Under the wheat plen, millers were required to uti- 
lize a ce rtain oercentace of domestic wheet in the production of wheat 

ly fixcd at <O percent, the mixing percentege hes since 


ied l 
oaa0d to 35 percent. Fixed prices heve also been provided. 


Such a system naturally encouraged wheat production, but increases 
in bread vrices were avoided by restricting the wheat acreage of indi- 
viduel producers t9 one-third of tneir arrble lend. In December 1936, 
the restrictions on wheet ecreage were cancelled. The fixed price for 
wheat in 1937 was reduced, however, and ti.is, togetner with the increase 
in world prices of other greins, brought ebout « snift from wheat to feed 
grains. ‘dhe ecreaze r hes never been restricted, but guar- 
anteed minimun ovices have been in 9 or oets, berley,and rye. 


oO 
t+ 
ct 
+ 
an 
}-4 
3 
ct 
ct ~ 
¢7] 


Acrease of specified ereins in the Netherlands, 1941-1937 
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' : : 
Grain : 1931 : 1932 : L933 1934 : 1935 1936: 1937 
1,900 ¢ 1, 900: 1, O00: 1,020; 1, 000: 1,0 Ur 0 toed 
' geres! acres‘ acres! acres: acres! ecres, acres 
; : : ‘ : . 
Wheat...:..: 192 : 297 : 338 : 366 | 380 ; 374; 320 
Pes: 445 410 : 408 453 519 554 . 554 
: a ied . or : ‘ ~ roe ‘ ‘7522 
ry 569 : SEO : 337 : 323 316 553 + 558 
Berley.....: 71 : 49 : 44 | 80 100 106 : 122 
7 ‘’ 


Official sources. 


Because of the decline in wheat ecreage and the increased consumption 
in the Netherlends, it is possible thet the 1937 crop will not be suffi-~ 
cient to fill the 35-percent compulsory milling quote. The price fixed 
for the 1938 wheat crop, however, has been increased by adout 10 percent, 
and it is expected thet some increese in acreage will result. 


Measures ceonereally erfective 


The Nstherlends constitutes one of the most interesting examples 
in the field of government assistance to agriculture, in view of tne 
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extreme chance from e policy of free trede to one of strict governmental 
control of production and treads. Furthermore, it furnisnes one of the 
few oxambles vherein 2 governuent hes been successful in curteiling pro- 
duction of surplus products for which export outiets were diminishing, 
as illustrated by the hog end poultry schemes. 


The effect of the vrrious relief mezsures in the Netherlands was 
partielly offset until 1936 by a policy of deflation. Since th: t time, 
the Governnent has directed its efforts toward preventing e« collapse in 
prices. These efforts were 2ided materiaily until the middle of 1937 by 
the rise in world prices. 

There is no doubt that agriculture in the Netherlends has beno- 
fited from the relief measures 2dopted. These meesures were successful 
in portsecting »roducers of export producta from changes in world price 
levels and in bringing ebout a reorgenizetion in agriculture that in- 
cluded the utilizstion of land more in keeping with domestic requirements. 
The high price level maintained for agricultural products, however, 
Placed a burden on consumers 2nd contributed to e lowering of the stend- 
ard of living of the laboring classes. 


The success achieved in tne administretion of the relief measures 
must be attributed in part to the smell size of the country and in pert 
to the intellicsent cooperation of the farmers, wno, becouse of their 
dependence on exvort markets and their meanness to trose meorksts, are 

d. 


particulerly conscious of the problems involve 


~ 


Since devaluation of the florin in Septemoer 19365, there has been 

e, marked improvement in the economic situstion in tne Netherlands. im 
ports and exports of momafactured goods ond imports of rew materiels and 
capital ,oods have increesed. Unemployment has been reduced, wages and 
hours have veen increosed, cnd purchasing power of the population has 
risen. ihivch of this improvement mst be attributed to develuation, which 
placed the country ine better position to benefit from improvement in 
world conditions. Agricultural relief measures, however, heve certainly 
not retarded this improvement, end during the critical period immediately 
followings devaluation they hed a certein stabilizing influence on egricul- 


turel prices in the Netnerlzends. 


It would appear that agriculture in the Netherlends will continue 
to be subject to (Sellen yo sce which is thought to be in the 
best interest of the national economy. It has been demonstrated, how- 
ever, that the system in effect is sufficiently flexible to permit of a 
reduction in import berriers 2nd in export aids whenever world economic 
conditions justify such action. 
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Agriculture is preponderant in Denmark's nationai Economy. For 
about half a century, Danish agriculture has been directed toward the 
production of bacon, butter, and eezgs fur export, primarily to Great 
Britain. Other azsricultural production, with minor exceptions, has becn 
incidental to the dairy industry. Agricultural products account for 
about 80 percent of the country's total exnurts. Central features of 
the Danish system have been (1) small forms, on which domestic and im- 
ported feeds are effeciently converted into high-quality, standardized 
livestock products, and (2) the processing, distribation, and export of 
these products under cooperative management by the producers. 


In fact, Denmark has long been notable for its development of, 


and progress in, agricultural cooperative marxeting. The first coopera- 
tive dair ry was established in 188°, the first cooperative bacon factory 

in 1887, and the cooperative egs export association in 1895. Coopera- 

tive pate in Danish winter seta eel rad ees estatlishment and wide- 

spread development of cooperative ugricaultu marketing. 


Prior to 1929, the policy of the Danish Government in relation 
to agriculture was confined chiefly to encouraging the coonerative 
movement among farmers and to promoting the establishment a new small 
landholdings and their improvement through the acts of 1899 and 1919. 


Until the world economic depression, the Danish Governm ont. had long 
followed isigee tg of free trade with respect to imports and of mi ninnm 
interference with the production and marketing machincry or the nation. 
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Danish agriculture first felt the effect of the world depression 
during the last half of 1930, when there occurred a severe fall in prices 
of several farm products. Under the easy credit situation of the 1920's 
the indebtedness of small farmers had increascd greatly, as many farmers 
had mortgaged their farms in order to expand their earning canacity. 
Consequently, when prices of farm products and land values declined, the 
service on the debts could not be mete In April 1931, lg credit 
facilities were extended to small farmers; and, beginning in 1933, debt 
moratoria, reduction of taxes on agricultural property, as other meéa- 
sures designed to case the financial burden of farmers were introduced. 
The Debt Rehabilitation Act of 1936 containcd comprehensive provisions 
in that regard. An important feature of the act is that the Govermment 
will grant loans up to 25 percent of the estimated value of farm prop- 
erties not mortgaged for over 110 percent of their value. 


A currency measure th ded some relief to Danish agri 
t 


nat or eri 
ture was the abandorment of the zold standard on September 50, 1931, 
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This stop was taken following similar acti 
cultural products. 


outstanding market for Danish agri 


Import-control measures were adopted Jamary 30, 1932. Import 
permits (exchange certificates) were required for the importation of all 
products On September 1, 1932, however, these restrictions were re- 
laxed, iabiet permits being no longer required for several agricultural 
commodities and for certuin marmufactured vroducts. Many changes have 

subsequently occurred in the Danish immort-control sj favors A law of 
December 23, 1932, authorized the issuance of decrees upon recomuenda- 
tion of the Asricultural Council regulating the pik in, Fae of dairy 
products, eggs, cattle and hogs, and cattle and hog products. Quota 
restrictions in several foreizsn countries made it necessary for the 
Danish Govermment to adopt this measure in order that the Danish prod- 
ucts involved mizht be properly ny eit among the exporters. Trade 
agreements have been concluded with several countries, notably Great 
Britain and Germany 


The ipal — . £ Danish farm reli ff ma mMrRAc vVicwed 
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The orzunization of Danish agriculture offered almost ideal con- 
litions - particularly when compared with conditions in most other coun- 
tries - for the operation of adjustment, control, and relicf measures. 
Cooperation in production, marketing, and distrittion ae been fol- 
lowed for years; cooperat aye bacon factvries, creaneric and other 
processing and packing uni vere Well established; ary "the few private 
firms necessarily followed cooperative leads. When control measures 


© 
were adopted, the cooperatives an¢ competing private factories had 
available all data necessary for determining base periods, marketing 
quotas, and allocetions. 


In addition to the cooperative associations, of which about 
120,000 producers are eeeeeke (there are 206,000 farms in Demiarx), 
agriculture is well organized in other ways. Provincial agricultura 
associations, aed iets territorial or district lines, maintain 
efficient staffs of specialists who do considerable effective extension 
and advisory work. The several agricultural organizaticns and societies 
have membership in one or more of the three national organizations - 
the Federated Danish Agricultural Societies, the Federation of Danish 
Small Holders! Societies, and the Union of Danish Cooperative Societies. 


These three, in turn, comprise the constituent members of the Agricultural 
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Council. The Acricultural Council does much of the work that in other 
countries is done by ministrics of agriculture, and the administration 

of adjustment and control measures has been delegated, with the approval 
of the Minister of Arriculture, to the Agricultural Council. Thus the 
existing agricultural organizations have been used to operate the schemes. 
Consequently, the schemes developed and administered by the Agricultural 
Council and operated by the farmer organizations are accepted as schemes 
of the farmers themselves, and, in general, the prosrams have been well 
received and supported by tho azricultural community. 


t: in the hog industry arose 
late in 1932 when, with Danish hog mambers at almost record levels, 
Great Britain adopted quantitative limitatiors on bacon imports, anda 
surplus ensued. The hog-control program introduced by law in February 
1933 was designed to (1) control pork exports to Englard and lirit them 
to quota quantities, (2) to dispose of surpluses, ard (3) to adjust pro- 
duction to the level of British quotas, home consury tion, and such other 


remunerative outlets as might develop. 


Hoss: The need for relief ineasures 


Under the plan adopted, cards are issued to producers, the munber 
being based on the British quota and the estimated munber of hogs the 
home market will tale at the British price. Theso curds, which entitle 
producers to sell hogs at prices determined by British bacon prices, 
are allocated to producers by the national hog-ccntrol office on the 
basis of a cniculation that takes into account the assessed valuation 
of the producer's fam, the quantity of skim milix, buttcrmilk, or whey 
used by the producer between October 1, 1932, and September 30, 1933, 
and the mumber of hogs delivered to slaughterers dy the producer during 
the "hog year" preceding the yeur of issue. This calculation favors 
the small holder, the principal livestock preducer in Denmark, and tends 

More recently, 


to keep production in the hands of experienced producers. 
have also been covered by the card 


live hogs for export to Gernany 
system. 


Production over anc above British quotas, German shipments, and 
the home market requirements is discouraged by paying producers a sub- 
Underselling on the 


stantially lower price for hogs sold without cards. 
home murket is prevented by requiring bacon factories and slaughterers 
to pay into the control agency's fund the difference between the price 


of hozs sold with cards and hots scld without cards. The cost of hogs 
ese The control 


with and without cards is the same to bacon factorie 
agency agrees tO take over at the British price all perk or bacon that 
the factories cannot ship to England or sell on the hume market. The 
surplus pork and bacon is sold in other foreign markets at going prices, 
such lusses as occur being made gocd from a fund derived from a slavgh- 
ter tax of Kr.2.00 1/ per head on all hogs except old sows and boars 


1/ 1 krone of 100 Gre = 22.2 United States cents; 1 kilogram = 2.2046 


pounds. 
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tuberculosis eradication program, which also ovcrated with funds ac- 
quired from the slaughter tax. The tubcrcular cattle were purchased at 
prices on a parity with, or slightly higher than, market quotations. The 


of old and tubercular covs destroyed under the program during 
hrough November 1237 totaled 476,269. 


At the present timc, the old-cow surplus has been eliminated, 
herds are on an efficient producing dasis, and the mamber of heifers for 
replacement is emple. Cattle and becf prices hove been restored to 
satisfactory levels, but this cannot be attributed entirely to the cat- 
tle program. Data for 1937 show a sharp increase in the mumber of steers, 
an undesirable development, since it may result in excessive competition 
and lower prices ke? cow becf. (The inecrense esme mostly in erass arenas 
on the peninsula of Jutland, where beef-cattle production is important.) 
Since the increase “én steer nunbers came adout as a result of premiums, 
or bonuses, of 3 ore per kilogram, which had been paid from s)aughter- 
tax funds to steer seller: over and above what they received on the mar- 
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ret, the boms payments have decn discontimsd for 1938. 


distribvtion between clesses 


While total cattle mambers and tho 
is regarded as satisfactory, aprarently Danish cow numbers and the 
potential milk production are excessive when Denmerk's butter export 
possibilities are considered. Competition on British oe Peon Nev 
Zealand, with lower butter production costs than obtain in Denmark, is 
made more di“Ticu 1t by the fact that Empire butter enters Be eat Britain 
duty-free, while Danish butter must pay a lO-percent ad-valoren. duty. 
For the aah few years, butter Laing which represent about 80 per- 
cent of the vroduction, are s to have been made at a loss. 
Nevertheless, the authoritics and farmers are extremely reluctant to 
reduce cow mumbers. They point out that a iong time would be required 
to restore cattle munabers if they were reduced and that Danish agricul- 

es 


ture (in its present form) cannot survive without them. In view of 
/ 

these considerations advanced by the dairy interests, the Government 

adopted a butter subsidy in May 1937. 


Butter: Previous measures for increasing butter prices had been 
short-lived and wer M. 
providing subsidies for butter, was scheduled to expire on December ld, 
1937, and, consequently, it too has temporary aspects. 


Tr. 


A butter price of erentt Kr.2.50 per kilogram is considered neces- 
sary for profitable operations in Denmark. The law of 1937 provided 
for excise taxes to te levied in such a way that the price of butter on 
the domestic market would be progressively raised until it reached 
Kr.2.50 per kilogram. The excise tax equaled tae difference between 
world prices and Kr.2.50, and funds for subdsid t 
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were further increased by a contrib-tion from the State of Y RECene el 


Ss 
ki Log rem on all butter produced by ecreameries as long n 
mere less than Kr.2.50. The funds were distributed 


e abandoned after short edhe The law of May 6, 1937, 
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crenmcrics.e. Advances during the late summer and autumn months of 193 
brought world buttcr prices up to the fixed domestic price by carly 
October. After thit time domestic butter prices followed world prices 
ond tgxes and contributions were not necessnry. Payments, however, xre 
collected from frrmers, renging from 0.5 to 0.9 Sre per liter on nll milk 
prodvced and ere used to keep cream and liquid milk prices in line and 
nlco to subsidize butter when necessary. Cheese is outside the scope of 
the law. 


Further aid given the dairy industry in 1937 included (1) an ap- 
propriation of Kr.3,000,000 to buy milk for the poor; (2) an offer to 
lend Kre3,000,0U0 at 2 percent intcrest to provide a fund for market regu- 
lation; and (3) an appropriation of £r.3,000,900 to build eg ses in 
which butter surplises could be stored. The offer to lend Er.3,000,000 
was contingert upon provision by the dairies of Kr.2,000,000 fur the same 
curpose. The "warehouse" appropriation has not been used, and dairy in- 
te woste question tne advisability cf storing butter, since it rust come 
in cozpetition with "dated" butter frum New Zealand. 


Grains: The law of August 1935 provided that sliding imnort duties 
be levied on grains to bring tne c.i.f. rrice ner 109 kilograms, Danish 
ports, to Kr.13.00 for wheat and berley, Kr.12.00 for oats and mixed 
grain, and Kr.11.50 for corn and rye. The law was the result of pressure 
from larze farmers, the principal grain producers in Denmark, who main- 


tained tnat high bacon -ilgipts in England justified higher prices for grain. 


: f ects on small farmers and livestock producers, 
it was .arranged to sadstritate the funds accruing —— the » duties men- 
s ned a value unde govt OCO. The Gov- 
unt necessary to brine the funds up to 
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Shortly after the duties became effective, world grain prices 
rose and exceeded the minimum guaranteed Danish vrices, the tariffs be- 
came ineffective, and the Government had to vrovide most of the vromised 
amount for distribution to small farmers from general funds. In 1937, 
no funds whatever were derived from the grain tariffs, but Kr.6,500,000 
were apvronriated for distribution among small farmers who could show 
their need. ; 


tty 


Economic and social consequences 


Many changes, both cconomic and social, neve occurred since re- 
lief and adjustment measures were adovted. These changes, however, 


cannot ve attributed entirely to the meesures, and consequently the parts 
played dy the mensures in bringing abovt the changes are difficult to 
appraise. The meesures, with the exception of ss whet were adopted 
lnrgely for tne purnose of overcoming temporary vroblem They are more 
the effect of conditions in early depression vears aha the cause of 
present conditions. Some of the measures have been successful; others 
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heve only postponed a sotisfactory solution cf the problem involved. 

Mtner factors, however, have had a greater influence in bringing about pres- 
ent conditions than have relief measures. Of these other factors may be 
mentioned rising world prices, the increase in world trade, greater eco~ 
nomic activity and employment-in Burope, the growth of oerter or trade 
under clearings, and tne shifts in trade channels that have accompanied 
that growth. 


Asricultural income (less taxes, interest oe and purchase of 
imported feeds) increased from Kr.348,000,000 in 1932 to Kr, 532,000 ,0C9 
in 1936. 2 


Sut as a result of poor crops in 1936 Pi the concomitant neces- 
sity of pu archasing high-nriced feeds, profits in 1937 were lower than in 
1936. The improvement has come largely as a result of higher prices, 
since production of important export agricultural oroducts has declined. 


The hog scheme and cattle vrogram have been inf Luentiel in reducing 
unprofitable surplus production. Eog mambers heve been reduced from 
4,386,000 head in 1932 to 3,083,090 in 1937, and during the same period 
cattle declined from 2,237,000 to 3,079,000 head. 


> 


Purchasing power, as measured by income, increased from 1933 on, 
but it is probable that the increase in real income has gone largely in- 

to capital investments. Standards of living, measured in terms of food 

and necessities, nowever, nave shown a slizgnt improvement. On the other 
hand, operations of the exchange control committee heve forced the vur- 
chase and use or substitute or inferior goods in place of the excelient 
products that Denmark formerly tought where they could be obtained to 

the best advantage. As farm income increased, the agricultural community 

in general srent only for necessities, using the additional income for 
maintenance, repairs, replacements, and resumption of interest and tax 
payments - all of which were neglected in the depression years. As a re- 
sult of smaller profits in 1936-37, spending by this grouv has been reduced. 


The most unfavorable aspect of Danish agriculture is the probdlem 
of farm indebtedness. The farm mortgaze indebtedness in Denmark totals 
about Kr.3,400,000,000 and is considerably out of vroportion to the pres- 
ent level of the country's total agricultural income. About 60 percent 
of the debt is held by first mortgage credit associations, from 20 to 22 
percent by banks in the form of first and second mortgages, and the re- 
mainder by other institutions and individuals. In addition, there is 
an anoreciable outstanding debt not secured by real property. In the 
tax year 1935-36, over half of the farms (107,000 out of 210,000) were 
mortgaged for more than tneir apnraised value. The debt has become a 
permanent one, with loans renewed on maturity and the Government guaran- 
teeing a large part of. the credit associations' obligations. Outstanding 
among the various proposals to alleviate the farm debt situation is the 
increasing demand for further devaluation of the krone. 
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Relief and adjustment measures in Denmark have been designed, 
for the most part, to overcome temporary problems. They have mod a 
the fundamental causes of the troubles. Throughout their overation, no 
structural changes have been made ir the country's agricultural economy. 
Both farmers and officials appear to be reluctant to consider the neces- 


sity or the advisability of such changes. 


The Danish agricultural system was designed to work, or at least 
work best, under free trade. Danish agriculture, characterized by a 
large number of small landowners grouped in cooperative ne mpeg heat 


for producing, processing, and exporting, were ensaged in the manufacture 
of a few high-class, well-standardized products for exrort. frets farm 
vas a little factory. Denmark's needs were met by vurchases in those 
countries where the best goods could be bought at lowest prices. The 
growth of nationalism, adoption of import restrictions, and contraction 
of world trade have changed all that, and there anvears to be little eco- 
nomic justification for the "little factories" to continue to operate 

at capacity, or anyyhere near capacity, wnen the products cannot ce moved 
except at a loss. 

The small farmers, the basis of the Danish system, heavily Ddur- 
dened with debt and a portion of their producing plant redundant, pre- 
sent the outstanding problem today. A decline in butter exports or an 
appreciable decline in butter prices would further intensify the problem. 


Another feature of the present situation t 
sadvantage is that much of the foreign trade is 


cdi arried on u 

ing arrangements. Denmark's principal exports - bacon, butter, and egés - 
are not 100-percent Danish. In their production, foreign feeds, machinery, 
and materials are used, and these for the greater part are not obtainable 

f Denmark's principal customers - Great Britain and Germany. In order 


to bdbuy feeds and other materials, as well as to meet service on the 
foreign debt (a large part of which is in dollars), Denmark needs foreign 
exchange and, consequently, cannot conduct all of its foreign trade on 
straight barter or clearing basis. So long as Great Britain does not 
insist on bilateral balancing of its trade with Denmark sore peie per hg 


difficulties should not arise, but even on that basis Denmark' trade with 
9g 


others, particularly Germany, is restricted by ability to Cadaet the goods 
offered in exchange. 


Certain fundamental problems remain to be solved. How they will 
be met remains to be seen. Industrializ ‘ation, which has been procee ding 
ri a rapid rate during the last few years, may be indicative of future 


e 
.evelopments in the country's economic structure. 
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Hungery's agricultural policy deserves attention, both for 
feofraphical reasons and because of the character of the devices adopted 
by the Government to cope with the depression. One of the fsroup of 
Danubian countries, Hungary, with a population about evenly divided be- 
tween industry and azriculture, occupies a middle position between the 
heavily industrielized Czechoslovakia and Austria on the one hand and 
the agricultural Yugoslavia, Rumania, and Bulgaria on the other. 


Ce5 


Though Hungary is not predominantly agricultural, with less than 
a third of the entire national income derived from agriculture during the 
S-year period 1930-31 to 1934-35, its exvort trade consists largely of 
farm products, which accounted for nearly 70 percent of all exports in the 
same period. Thus Bansary belongs definitely :rith Rumania and Yugoslavic 
in the agricultural-surplus bDlock of Damabian countries. This group con- 


stitutes the most important surplus area on the continent of Europe, aside 
from Russia. 


Historical backsround 


Prior to October 22, 1918, Hangary was one of the two autonomous 
parts of the Austro-Bungarian monarchy. It enjoyed a customs union, 
i.e., freedom from tariffs or other trade restraints, and a common cur- 
rency with Austria - the other half of the dual archy - which, of 
course, at that time was much larger than the pr 
lic, inesmven as it included parts of Czechosl 
regions. Thus, Eungary hed a natural free outlet 

5 


ent-day Austrian Repub- 
kia and a number of other 
for agricultural prod- 
ia, which became hedged 


77 


ucts in the more industrialized sections of Aust 
by trade barriers after the World Var. Moreover, post-war Hungary re- 
tained less than 30 percent of the territory and less than 40 percent of 
the population of the pre-war kingdom. Some of the territory lost by 
Hungery arter the war was deficit, from an agricultural standpoint, 
chiefly in cereals, having formerly depended, in part at least, for its 
supplies upon the aren within the present Hungarian boundaries. 


After the World Var, this former Hungarian territory, like parts 
of former Austria, become a "foreicn marizet" surrounded by teriff walls. 
Furthermore, the post-war land reform has been less radical in Hungary 
than in otner Danubian countries. This situation, while undoubtedly 
fiving rise to a serious social snd economic problem, nevertheless 
helped to avoid, to a considerable extent, the impairment of the capacity 
for surplus production and exports that accompanied the splitting up of 
large properties in some other countries. Thus the agricultural export 
problem of Hungary became both more pressing with greater reliance on 
foreign markets and more difficult in the face of mounting trade barriers. 
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rity, notwithstandine the existence cf an exvort surplis that had 


be 
to be disposed of in foreign markets nt the world price. 

The law snecified that wheat, me, or their mixture, both in- 
ported and domestic, moving in comnercial channels, wean be accompanied 
vy a purchasjng remit, which was to be bdougkt by a prospective wirchaser 
from designated agents of the Govermment. This permit or bolleta con- 
sisted of two parts: a ticket, which was to accompany we lot of Frain 

urchased, and a coupon to be given to the grover from whom wheat was 
sage Secqgsiah As the grain moved from buyer es buyer, each was oblised 
by the law to purchase the accompanying ticxet from the preceding owner, 
who was automatically reimbursed for the cost of the permit. 


Ultimately, when the wheat reached either the niller or the ex- 


porter, the tickct was presented to the Governnent, which reimoursed 
the exporter for be cost incurred but not the miller, unless the flour 
was exported. The + gp had either to prss the sont’ to the consumer 
in a higher vrice of flcur or to absorb it out of his margin. Cereals 


sold by one farmer to another for a::ricultural or household purposes 
or used for payment in kind for work, ‘however, were exempt from the 
operation of the grain-ticket system. 


The revemie collected from the sale of tne bolleta went into a 
special Grain Ticket Fand, as did also a flour tax collected on ali 
grain milled at flour mills. The farmers who sccured coupons from tne 
purchasers of the cerenls, as was pointed out above, presented those 

ccapons nor redemption at a fixer this purvose the Government 
used the revenue of the Grain Ticket Fund. In this manner fam ers 
secured the benefit of the processing the form of a bounty 
nddition to the market price cof the cereals. The tax, that is the cost 
of the ticket, and the tenefits to farmers during the 4 years of the 
operation of this’ system were as follows: 


—<- — 


Tins Tax . Redemption value 
fee ’ reas of the ticket) a/ ._ ‘(benefit paid) 
. Penso per Cents per Pengo per. Cents per 
. quintal ‘ bashel =. quintal : bushel 
Wie ci cdss ness > c : 14 ‘p/ 8 44 
WH skstiissss: 386 XS a jG oe 
WEDTReceesivieccss: W - 4 of 4 Q 
LSDEEG se tndvoteess: 8 £3 of 8 23 


a/ Gonverted at the rate of 1 penco = 17.49 cents for 1930-41 0 1932-33 
and at 27.76 cents for 193-34 

b/ Applicable first in payment of taxes and the residue receivable in 
cash. 

¢/ Half in cash and the other half applicable first in wr of t taxes 
and the res sidue in cash. 


It will be noted that only a part of the tenefits ws paid to 
the mers in cach wthile the other part was to be usec for tex payments 
to the Government. Partavmore, no systen of procuction control in any 
forma was ascociated with tie bounty. During the 4 years of operetion 
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apprehension that as 2@2 result he trein-tax s; 

paid: to farmers, nullifying the benefit of tne vounty. Nor, as the 
table below shows, wes expansion of acrease stimulated by the bounty; 
in fact, during the 3 years 1962-12934, tne wicat eree renained sta- 
tionary. Scveral drawbacks, -.ow:ver, secame apperent curing the oncra- 
tion of t svsteme Since farrerse were exempt from the grain tickat 
and flour taxes on ctrein zroundc fcr their own use, »oo%tlesging of flour 
into the cities develcpece It was also contendec that the grain-tickct 
system feiled to bring effective relic? to wheat and rye growers in 
yeers of bi> survluses then aid wes most needede This epperentlr wes 
the princivel cons i sion of the Hunearian Govern= 


i 
ment to abolish the crain-ti 1935-34 


a ee ooo 
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marketing 7carte 
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Price stebilizetion - international asreeyents 


Stabilization purchases, in which the Government utilized the 
services of the "Futura" (the central marketing tody of tie Union of 
Hunsarian Cooperatives), began with the large wheat crop of 1930. Early 
in 1921 the stocks held by the Government had grow to the point where 
they represented the bulk of the country's surplus. Tre "stabilization" 
stocks had been completely disposed of by the summer. of 1932, howcver 
and during the next 2 years there were no further operations of this 
kinde 


Since the abolishment of the grain-ticket system at the nal 
ning of the 1954-55 marketing season, the Hungarian Government has 
established anmuel minimum prices at which wheat is accepted by desig- 
nated agencies on behalf of the Government whenever prices on tie free 
market fall below thet tevaes Tnese operations have been aided by the 


"Tri-partite Rome Agreements," which were signed in Rome on Muy 14, 
1924. This is in fact a commosite of three dilateral treaties con- 


cluded between Italy and Eungary, Itely 2n¢é Austria, and finolly 
Austria and Hungary. ‘The aim of these agreements, which were actuated 
by velitical no less then by economic considerations, was that eac:! 

the three countries should srent special facilities to the 8 

regare to commodities the marietineg of which was found t i 

With this end in view, import promotion and import premiums were to be 
utilized. Thus the aim of the acrdgements vas expansion of trade — 
the counties, even thouch they also provided for bilateral balancing of 


radee 


ors .. . = ~ e a] - ™- re 
With respect to vheat, the Hungarian Governmen 


i 
let for more than 15 million bu shele of wiea2t and flour in terms of 
grain, at fixed prices corresponding to 16 venzo per quinteal (386 cmts 
per bushel) for Austria and 17 penzo (92 cents) for Italv, sucbdseaquent- 
ly raised to 18 pengo (97 To Backed by the Rome Agreements 


Llsay - 


the Government conciuded contracts with the Futura, the Eunsarian 
Cereal Exporters Association, and the Grain Trade Company for che 
urchase of wheat at fixed minimum prices whenever a slunp in wheat 
prices threatcned to develop. 


The rise of wheat prices led finally to the adenconm ent of the 
minimum=price systeme During tne 1936-37 season, market prices were 
consistently more than 25 percent acove minimum prices fixed in July 
1934 and revised in July 1935e Early in Aumst 1957, vheat crices on 
the Budapest Exchanre were more than a third above the ninimun prices 
fixec in 1935. In the light of this situsetion, the Hungarian Govern~ 
ment on the one hand was anxious to maintein the azrecmernts with Italy 


2/ Conversions made at current noninal par of exchangée 
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end Austria weich woulée assure » definite outl-t for Hungerien wheat, 
while on the othcr hand it desired to reduce the quantity of wheat that 
wes to be delivered to these two sountries in order to be able to ob- 
tain freely exchanseable foreign credits by experts elserhere. 


After protracted ayer yes en agreement obviously insvired by 
these considerations wes reached with Austria on Auzust 14, 1937. It proe- 
vided that during the 1957-38 marketing year Austria would receive 40 
percent of the wheat actually exported by Hungary. As to actual delivery, 
however, Quarterly quotas were to be established, ond so long eas prices 
remeined above 17.0 pengo per Quintal (96 ccnts per bushel), Eungary ws 
to be at liberty to dispose of any portion of such quota as might remain 
unpurcne sed oy Austria at the end of each Quartere The sales price of 
éech lot sold to Austria was to be the object of free bargaining between 
the Hatcarian pom or and the Austrien importerse If prices on the 
world markets fell below the parity of 17.50 penzo per avintal, Austria 
was to be yonaeed to receive the undelivered portion of the Quote at the 
ind of each quarter, at the price of 20 Austrian shillin.s per quintal 


(103 cents par bushel). 
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Italy received, at the same time, an ovtion 
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in freely exchangeable foreign credits Exports to countries with strong 
currencies (iee., without exchange restetetions) are not yuukeierat ¥ yan 


the Hungarian Government. Thus it is possible for Hungary to sell whea 
egainst poyment in strons currencies and to use the agreements with Muay 


4 


and Austrie os a sufety valve. 

Political a ae as well as solic economic consicerations 
has played « part in ¢ closer cowmerciel relations be- 
tween Hungary and German: he © 1934. In exchange for liberal Hungarian 
import Quotas on German ehitestatak so0ds, Germany sranted as 
import contingents for Hunzarian fora ‘produ ucts on favornzble price termse 
In December 1937 an agreement wes concluded with Germany for the delivery 
of 735,000 bushels of wheat and 397,0C0 bushels of ryee 


Other measures of esricultureal relief 


— << 


tion cf exports, not only of cereals but of other farm 
2e1 widely used by Hunsarye It has taken the form of 


Om 


products, hn 


currency premiums (in vhich the foretin ¢ exche nge control, instituted 

early during the depression, is utilized) as well as of Cirect subdsi- 

dies and bounties paid on a number of agricultural productse Freight- 
rate reductions have also been employed. 


a rend 
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Compulsory organizetions of exporters, which »ossessed monopo- 
listic or senimoncvolistic powers, were formed to eliminate competition 
and facilitate Government control of foreign trede. Such control is 
vested in tne Foreign Trade Offices. In this connection, as well as in 
Other resoects, the Eungarian Governnent hes. strongly encouregsd verious 
cooperative farin orcenizatio:n :, which often were delegeted to act es tho 
officially recognized export egencies. Tax refunds on exported products 
(as in the case of the grain-ticket system and the flour tax) were 
euthorized. Also quality supervision of export products was introduced. 


Numerous marketing s 
up and minimum prices for a 
Government. These prices he 
lization »urchases by the v: 

5 


chemes for different farm products were set 
nunber of commodities were fixed by tt 

ve been made effective cither through Sita, 
rious cooperetives acting for the Government 
Othoritics to grant permits for cxport abroed 


or ina bhe refusel of 


or for shipping to the Budapest merket, unless proof is furnished that 
t least the fixed minimum price has been paid to fermers for the cou- 
modity concerned. 


Farmedebt edjustment, tax relief, end lomns to farners, 

larly with a view to prouoting the growing cf more intensive crop 
also pleyed imoortant parts in the agriculturel policy of the Hungari 
GOvernnent during recent years. A new but still very modest attenpt 


Pad 


also was made to open up the large estates for peascnt settlement. An 


ambitious project for irrigation of the lowlends in the valleys of the 
Denubs and Tisze Rivers, which suffer from frequent droughts, was ineu- 
gurated. It is hoped by this means to make posiible « transition fron 
the extensive grain farning to mors intensive crop cultivet.son and tims 


to relic¢ve rural unemployuent, which has essuned the propcrtion of a 
menacing sccial proble:, in this inpertent agricultural ar 


The organizetion of farmers, on a local and nationel scale, 
through the Neticnal Chamber of Agriculture wes fostered. In fact, 
most of tne agriculturrl legi Lation passed by the Government has 
been sponsored oy this orgenization. Among the measures advocated by 
the Chamber, which did not deal with agriculture directly but were 
nevertheloss concerned with = problem of vital impcrtsance to the 
farmers — the spread between egriculturel end industrial prices - wes 
the legislation for resulation of industrial carteis (monopolistic or 
semim onepolistic industriel acaitvenkiane’ This law, passed in 1931, 
provided for the compulsory registration of all cartel agroements and 
for the official supervision of their operation. A Cartel Committee, 
charged with sunervision of cartels, and ea Price-Analyzing Board were 
set up. The latter examines the prices at which cartel products are 
sold and has the power to compel cartel members to reduce such prices 
as it believes are unjustifiebdly hich. 
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The National Chamber of Agriculture has epplied in several in- 
stances to the Boerd for price-reduction orders. As « result, prices of 
&® mumber of vroducts, including fertilizers, building materiels, gesoline 
and coml, were reduced. Ths coal certel, for instance, has been required 
to supply co2l to fermers et e price from 10 to 15 percent lower then 
the wholesele price to other buyers. While this price reguletion has 
undoubdtediy been beneficial, it docs not appeer thet it hes contributed 
greatly to narrowing the spread betwecn industriel and agricultural prices. 
This has resuited largely from « rise in egricuiturel prices since tne 
reached bottom in 1433, rather than from the reduction of industrial 
prices, 


. 


Cost to tne treasury 


The exvenditures for suca agricultural relief as is dire 
nenced by the Government are defrayed from e special ricul 
Fund, for which certein revenues ere earmarked. The total recei 


i 
disoursements of the Agricultural Relief Fund for 1937-33 are estimated 
at 51 million pengo ($10,000.%90). A little less than one-half the esti- 
meted receipts will be derive . from the flour tax mentioned above and tne 
rest place @® veriety of business end cornsumpticn taxes. Of the total dis- 
boi i of 51 million oengo 15.6 million pengo will be used for the 

peynent of sire one taxes so that the net expenditures for farm relief 
in pri i11 amount to over 37 million pengo. Thus agricultural 
relief ccecunts for less than 5 percent or the estimated exvenditures 


of State administration in the 1937-38 Hungarian : budget. This, nowever, 
is exclusive of currency premiuns on expo orts, which are prid out of a 
levy on inmorts and ars administered in connection with the foreign- 
exchange control. 


Conclusion 


After a continuous decline since 1928-29, the Hungarian agr 
income reached bottom in 1933-34, when it was less than half the 1920-26 
to 1929-30 averese. In 1954-45, however, the first advance in the agri- 
cultural income was recorded since the depression and, while ficsures are 
not availevle for subsequent years, tne upward tendency has apparently con- 
tinued. The various relief measures described above have undoustedly 
contributed to the improvement of the Eungerian egriculturel situction, 
even though the world recovery and ths upward swing of prices seem to heave 
been more potent factors. While combetting tre recent depression was, 
of course, the orincipal objective of Hungarian agricultural policy, it 
should not be judged solely from this angle. For one thing, valuadle ex- 
perience was gained and methods devised to ase with emergencies. But 
much more important is the fact that, with tne passing of the emergency, 
2 beginning was mede in ettecxing the basic, long-range problems of pro- 
duction readjustment, marketing, and lend settlement. 


Soviet Union - Policy 109 


It is important to recognize et the outset that Sovie 
turel policy does not fit into a conventional sablaed, Hist 
is known 2s a surplus~producing country, 2nd prior to 
it vas & great exporting country for most agricultural p 
grown in the Tsuperste Zone. But even et thet time the s 
i ne populetion was too icw to persis one tec spe 
pluses. Certainly during the last 20 years Sov 
f e, in the light of its requirements, not 
overproduction es in most of the other surplus-producins countries, du 
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rhe ovjectives of the Government 


tne centrel cbgective of the Soviet Governuent, therefore, has 
been increased esriculturel production - the more so since it hed em 
barked on an ambitious industrielication preersam under the Five-Year 
Plans, wiich entailed increasing requirements for agricultural products 
for domestic consumpticn and exvoré. For idealoesical reesons end be- 
11i of tiie sc2sents to ex and 4 t} 
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Thus, tne kezsnote of the Sovist azriculturel policy during the 
last decade was not relisf for farmers from the effects of an agricul- 
turel crisis or depression dut e compulsory collectivizetion of the 
smallescrle veasent agriculture in order to bring it within the scope 
of Soviet plamed economy and control and to increase a oro= 


) of) 
ompetition, which was responsidle fcr the 
m 


eaovtion of so meny specicl measures of trade control in the schemes 
acriculturel relief in most COUnEPIOS, did not require any new device 
in the Sovict Union. For the Series vernment copes with such probdiems 
through a comlete monovoiy of foreign n trede, which was instituted early 
in the Soviet regime and which has se pa unaite 


i 
auction, especially preduction for the needs of tne Sto 
a ”_ 


red in principle ever 


Agriculture, on which the majority of the population of the Soviet 
Union devend for their livelirood, retained its incividuelistic character 
e ; f Soviet econ mic a Ce 


i 
10d than other major branches 
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jen revolution of i917-18 led to the divisio the larse 
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The egrer rge 
lend properties end made small-scesile peasent ‘Parming - which was Ean. 
tant even before the revolution - the predominant type of agricultural 


110 Foreign Agricuiture 


Cl a 


orgenizetion in Russia. With the abandonment in the spring of 1921 

f the so-called resime of Wr Communism (characterized by forced 
requisitioning of farm products and the legel prohibition of private 
trade), the individuelistic charecter of small-scale peasant agricul- 
ture was substantially strengthened. 


The New Hconomic Policy, or Neo, which supylented Var Comnu- 
nism, restored the free market for agriculturel products, substituted 
texes for requisitioning of the peasents! supplies, granted farmers 
considereble frecdom in choosing the form of lend tenure (although 
lend remained legally the property of the State and was not subject 
to sele or mortgage), and permitted limited leasing of land and em- 
ployment of hired lebor, previously prohibited by Soviet legislation. 
Considerable agricultural and general economic recovery took place 
following the introduction of the Nep. Toward the end of 1927, 
however, Sovict egriculturel policy took a new turn. Its principal 
Objective then became the development of large-scale, socialist 
types of farming. The present azrarian policy of the Governnent, 
therefore, may be epitomized by two words, "collectivization" an 
"mechanization." 


Collectivization 


Conflict with the peasantry, particularly with those of the 
more prosperous strate, played an important role in the decision 
of the Governnuent to collectivize agriculture. Bent on rapid indus- 
trielization of the country, the Government wes anxious to ootain at 
low prices the largest possible supply of grain and other agricultural 
products for the needs of State industries end the rapidly increasing 
class of industriel workers, as well es for export purvoses. Fut while 
Government-controiled prices of agricuitural products, particularly 
grain, vere hold at low levels, manufactured products were high-priced 
and their quality was poor. Moreover, there were frequent shortages of 
supplies of such memufactured products. The peasants under those condi-~ 
tions, oarticularly the more prosperous ones, would not part with their 
surpluses, and freauently even went so fer as to curtail production - 
hence, the mutuel hostility between Soviets and the better-—do-do peasants, 
the so-called kuleki. 


The belief of the Bolsheviks in the superiority of lare- 
scale methods of production in agriculture es in industry also played 
an impertent vart in the decision to collectivize agriculture. This 
doctrine, which is part of the Merxien philosophy, wes mede more 
pleusible by the inefficiency of the very smell peasant holdings, 
rarely exceeding 15 acres and consisting of numerous narrow strips 
intermingled with holdings of other fermers. The old creed of the 
efficacy of large-scele methods of production in agriculture was 
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reinforced by the untounded enthusiasm for the tractor, viewed as the 
spearhvad ef technical revolution in agriculture. 


In the first Fivc-Year Plan, officielly anproved in the spring 
of 1929, collectivization was still projected on 2 relatively modest 
scalee But it was tremendously ecceclerated in the autumn and winter 
of 1929-30, when it was coupled with a campa.2n to do away entirely 
with the iulaki, known as the "liquidation of the kulaki as a class." 
nven earlier the Government, facing difficulties in obtaining 
sufficient grain from the peasants, decided to ietablich larce-scale 
state mechanized grain farms, vorimarily on uncultivated land in th 
drier areas of‘the Union. Somewhat leter, vwhen it wis faced with 


-4 ‘ seis) rs “na entra ST s 
¢is as a result of the severe reduction in 

kh, — ~ geo an A " >> . c} & atten “0° +h 

the mumbers of livestock during the collectivization compaign, the 

A mae y 3 tL | “— ee n oe a . bp . a » «< 
sovernnent adopted the same exostdiont of large-scale state farming in 
le — S wwtens es = as yr ; : ° pais | 
the sphcre of animal oe Similar ventures in state farning 
aie 
b & 


were mace in otner branches of ar 


and compvines serving collective farms are also 
ate-owned, and operated. They are crouped in sp 

Led machine-tractor etations, woich not only supp 

al: t 


ire 

nt Soe aO=—C s 

ower to the collectives mat are clso importan 
n 


‘oS 


5 . be oe od 4. - 4 + , : 

instruments of? State manerement and control of esriculture. Fo 
L * omit on ‘a , . . = + > 

their services, mezhine-trector stati bi 


s mel = ’ * hel = , = 
ons are paia in xzina ana nave 
In 
Bs 


9 9 
be m ey -nj j nT «revyenie eA PAYA ( tonwrna nv Farr Si dicts ) tc 
oecome sil "Tia ee oo hw r< v Ge ue pI 9 wear © G4 ~ 248 < | \ ‘ vf oa.) Wd Sal a pr Oo a A ~/ O 


the State. 

Not only in the case of stat 
tions but also with respe tt col 
fn 
Te 


7 . > & . 
farmins -and machine-tractor sta- 
€ ae a 
. ie ° 
vornment has, in prestic assumed much o 
= : 
a 


. . , = 

sant agriculture tne 
the responsibility for 
which forme: hy lions of independent peas- 


+ Me 


9 
Qo _= 2 “fh sah Po 74 
ant farmers. Such vrodlems as assenbline of seed ané forage supplies, 
: 3 j a Sw up + + Etdets - 
timeiy and efficient sowing and harvesting, proper care of livestock, 
4 nda other 


ei intcormal organiz 
of ming with which the 


ae 


3 

these various problens, the et tu 
mentality of the "plan," sin entroelizedi State 
stitutes as important a feature of Government 1 
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Tie new Soviet collective ar-riculture did no 
thouzh it was the oporosite of the typical cr a) 
knewn in capitalistic countries. The new st: r O 
unwieldiness Gue to huge size, excessive specia Jalisation, nae ect of 
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soil management, enormous turnover of lnbor caused by poor Llivine con- 
ditions, inefficient utilization of tractors and combines, excessive 
bureaucratic centralization of management, end red tepee Such a com- 
bination of adverse factors could hardly be expected to cope with 

the difficult. climatic conditions that prevail in many of the regions 
waere these units are locatede 


5 


On collective farms the essence of the crisis was asein oo r 
organization and management and lack of incentive for tae poasents 

to worke The outcome was poor yiclds of crops and excessive more 
tality of animalse The latter intensified the shortase of draft 
power, caused by a slauchter of livestock on 2 vast scale ty pensents 
who joinec the collective fnrms ov wao were liguicatedé as olaki - 2 
shortage which tractors coulé not offset in the early deys of col- 
lectivigation. The tractors, morcover, on. the machineetractor sta- 
tions,-.as on the state farms, were inefficiently utilized, especially 
in the early devs of mechanization, because of inexperienced drivers 
and mismanazement, with consequent frequent breakdowns and stopparcese 
What oroved cspecially trying, however, were the growing demands cf 
the Government upon agriculture for srein ami other ferm products, 
contributins servatly to the food ard fodder stringency in the hussian 
countryside, which developed by 1932 into a serious famine in a munber 


of retionse 


It is generally recownized that by the end of 1936 the worst 
aspects of the crisis had been overcomee On t collective farms, 
force and hunger, varticularly the femine, did a large part cf tae job 
of breaking the persents! resistence and of maxing tnem adopt 2 more 
cooperative attitude Tne Soviet Government, nowever, did not rely 
3 solely on force, but "tried to sein the support of the peasants by 
panne incentives as well - incentives amas are ordinarily associ- 


ated with a system of ccononic indivicuvalis Thus, ane with 
1933 the requisitions into which Snciameail procurements rad ae- 
senereated were replsced by a cefinite end specific tax in head 3O 


uany Qquintels of grain per hectare of the area specified by the plan, 
so many kilograms of meat per animal, etce Repeated levies, wiicn 
hed such e demoralizing effect, were prohibited. What remained after 
meetins the taxes, wWnich in the bezinning were quite high but were 
later reduced, the penrsants could celi their own eni even sell on 

the local markete | 


i 


fore recently, 2 system of paying premiums above the fixed 


mw 


price for srain and other products deiivered to the State in excess of 


the quota and praduated according to the quantity delivered was intro- 


duced to stimulate production. In line with tae same tencency is the 
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insistence on differentiation of the reward for work in the collec- 
tivese Payment is supposed to vary not only according to quanti-= 
vative results but also according to quality of work and skille 

Great concern has also been manifested during the last 2 vears with 
the problems of cost and profitableness of the new socialist egri- 
cultural enterprises 


Another concession to individualism, which theoretically has 
always been inherent in the prevailing "artel" type of the col- 
lective farm, is that the peasants may do farming of their own, on 
avery modest sexnle, distinct from that of the collective farme 
For this purnore they are supposed to retain « patch of land near 
the farmstced = a-cow, a few pigs, sheep, and poultry. This 
policy was esvecially emphasized with the promulgation in 1955 of 
the new "Model. Charter" or constitution of the collective farm. 
The new ch«rter, moreover, provides th:+ the temure of the collec- 
tives in the levi they occupy is to be permanent and a title deed 
is to be issuec to each collective far~m after proper surveying 
operations, althovgh all lend still rencins li sally nation=1 property, 
not subject to sale. The cren of the collectives ca not tx decreased 
efter the deed is once issued, but only increased by eat Chane 
allotment. The self--overnins cheracter of the col’vctive fa: 

Wiich wos lero. ed theoreticol, wes reaffirmed by the new iauhae 

within th» limits set oy State plannin:. In realit;;, uowover, as 

numerous reports in the Soviet press show, widespread abuses by 

SEROESS EOS of the collectives! self-government heve continuec 
unabatede 


As far as the state farms were concernc:d, no longer was re- 
liance placed on huge size and extreme specialization. Subdcivision, 
with a view to achieving a more cfficicnt size of the fer urit, 
diversified farming, and "agrotechnika" or scientific farming, de- 
came the order of the daye In 1935 the Government even began to 
liquidate state farns and turn over the land and other property to 

he collectivese This process continued in 1936 end 1937 and resulted 


in a-consid dievante "doflation" of state farming. 


Climatic conditions durinz the years 1933-1935, on the whole, 
were fevorable or not seriously adverse to Soviet asriculture. In 
1935, however, a serious crop failure affected a wide aren of the 
Soviet Union and caused the Government in con winter and spring of 
1937 to teke verious measures to insure e sufficient seed supply 
‘through seed loans and to relieve tne pes Pers of arrears in the com- 
pulsory deliveries of grain and some other farm products to the 
Statee A reduction was also decreed in the payments in kind for 
services rendered to collective farms by machine-tractor stations 
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in the case of cereals end sunflower sced. The drought probably also 
explained the interest manifested by the Government in the encoursge- 
ment of millet growin-: (millet being a drought-resistant crop), which 
was a subject of a special decree. Much attention ws vaid again in 
1937 to the Questions of the improvement of the seed supply and of 
crop rotai.on, which have caused considerable difficulty to Soviet 
euthorities. , 


The colossal political “purge" from top to bottom of the of- 
ficial party and administrative personnel fcatured the agricultural 
os well as other phases of Soviet life in 1937. This purge resulted 
in the ousting of most of the higher officials of the Commisscriat 
of Agriculture and the Commissariat of State Farme, including tie 

Commisars themselves. Doubtless, there are many shortcomings in 
the organization and planning of Sovict agriculture, impossible tasks 


often having been set up and numerous blunders committed. The purge 
itself, however, has uncovotedly increased the confusion anc hes had, 
if anything, a disorganizing effect on the harvestins of the large 


1937 crovde 


Results of ccollectivizution 


— 


Ci the whole, collectivization of Russian agriculture has un- 
doubtedly become an «ccomplishned fecte Collective and state farms 
tozethner oy 1955 comprised over 90 percent of the crop area, while 
in 1929 they eccountean for only a little more than 5 percent of the 
acreagee But itv is the peasant collectives under State control and 
not the state forms that have maintained the ascencancy in the new 
systeme The imvortence of the state fams since 1945 has certainly 
Giminished with the movement for liquidation mentioned previouslye 
On the other hand, individual small peasant farming, which esreatly 
predominated in the Soviet Union less than a decade azo, is being 
rapidly forced out of existence by heavy discriminatory taxation and 


other impcliments 


Collectivizntion has largely done aw with the old evil of 
farming narrow scatterci strips of land, which accompanied Russian 
small-scale peasant arriculture and wes difficult to eliminatee In 
any anpvreisal of the results of co vization this, as well as va- 
rious other improvements in the agricultural techniquc, must de placed 
on its credit sidee On the debit side should be the incalculeble costs, 
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human and economic, of the joint process of the collectivization and 
liquidation of the kulexi. According to official figures over 5 mil- 
lion people labeled "ulaki" were liquidated between 1928 and 1934, 
or, in other words, dispossessed of practically 211 of their capital 
end land end exiled or deported in large numbers. The extent to 
Which a larze proportion of the population was forced off or left the 
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land can also be seen from the fact that the total number of peasant 
houssholds (in collectives end outside cf them) decreased by one-fifth 
between 1929 and 1°35. 

Another incicaticn of the tremendous losses suffered during 
collectivization was the catastrophic decline in the numder of live- 

stock that continued without interruption wntil 1933. And while, 

during the years 1934-1925, the downy ware movement was arrested and 
an incrcas2 beran once more, nevertheless, in June 19365 the number 
of most types of livestock was from ono-fiith to cne-half below the 


| ad 
1928. figures, 


The reduction in the number of work horses resulted, as men- 
tioned previously, in a eerious shortasc of draft vower, which would 
have had even more dotrimental consequences had it not been for the 
large number of tractors supp’iei b 
in tne Soviet Union did not disolacz the horse in the same manner as 
in other countries but filled the b: 
of animal power. 


A notadle expansion of the area unier ce? 
unécer wneat tock rlace, 13 | 


eals and perticularly 
3) j isti 
crease in grain production, however, which was one of 
r 
h 


>, The in- 
r princi pal 
motives ror the Scviet Governient's ember bled meee 
id not keep nace, prior to 1927, with the incresse in po 
Even when climatic conditions were favorable to crops, Sate 
= 


ing and storing losses tended to diminish the outturn. Ss ¢ 

was apparently repeated in 1937, when notwithstanding a greatly in- 
s : a * 

creascd rumber of combines excessive harvestirg losses were rcportea 


as reducing a vumper crop. 


with respect to technical crons, the acreage of which was 
expanding repialy until 1982, tne policy of the ye ment since 
> ie a 


that year has been to concentrate on the improvoment a low yields. 
The aggregate acrcace wider such “re in fact, has declined since 
© rears 1933= 


19S2. An increase in yields ce ruein ‘took place in th 
1935, for which statistical detaile y Rees ion is availa 
fact, some growers octablished very Lich records. The yi 
ever, were for the most part below pre-war figures or saee speci- 
ficd by the first Five-Year Plan. Still, acreage and production of 
some crops, @.g. cotton, heve shorn marked iucrerses over the pre- 
collectivisation period. It was, hovever, in the increased acquisi- 


7 tue Government. Thus, the tractor 


af a4 . a! ral srry cf , . 
weach crpused by the growing shortage 


tion of grain and other furm products that the Sovict Governuent scored 


the ereatost victory with the compulsory collcectivization of Russian 
agriculture. 
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Wor a more detatied and do 
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turnl policy see "Reesnt Agriculture 
Foreign Avriculture, 
Soviet Union," oy Lazar 
XLV, October 


= ie or ap) 

January L957, 

Volin 9 Jourr 
,or 


end December 19537. 
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